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WEDNESDAY, JUNE 1, 1955 


Unrrep STavres SENATE. 
SUBCOMMITTEE ON Terrirortes AND INSULAR AFFAIRS OF THI 
ComMMITTEE ON INTERIOR AND INSULAR AFFAIRS. 
Washington, Pa. 

The subcommittee met at 10 a. m., pursuant to call, in room 224, 
Senate Office Building, Senator Alan Bible, acting chairman of the 
Subcommittee, presiding. 

Present : Senators Alan Bible, Nevada; Barry Goldwater, Arizona, 

Present also: Stewart French, General counsel, and N. D. MeSherry, 
assistant chief clerk, 

Senator Binnie. The meeting will come to order, please. 

At the outset, I want the record to show that the distinguished 
chairman of the Subcommittee on Territories, Senator Jackson of 
oe regrets his inability to be here to conduct this hearing 
personally, but he is unavoidab ly away from Washington. Accord 
ingly, with the concurrence of the ranking majority member of the 
subcommittee, Senator Long of Louisiana, Senator Jackson has asked 
me to serve as chairman in this matter. 

This hearing is somewhat unusual in that there is no bill or resolu 
tion concerning its subject before the Congress. Rather it is a hear- 
ing based on that historic “right of petition” which the Founding 
Fathers wrote into the Constitution. 

A petition for a congressional hearing was filed on March 30, 1935, 
with the Congress by Max Barash, a Washington lawyer, on behalf 
of A. Ben Shallit, a mining engineer of Fairbanks, Alaska, who op- 
erates the Cripple Creek Co. on leased Federal coal lands in the Healy 
River Valley about 100 miles southwest of Fairbanks. 

Mr. Shallit in his petition alleges that the Secretary of the Interior 
has both a statutory and an equitable duty to provide adequate rail 
facilities, in circumstances such as are present here, to develop the 
mineral deposits on the public lands of which he, Shallit, is lessee. 
He further alleges that up to the time of the filing of the petition, 
every governmental operating agency that looked into the matter, 
including agencies of the Department of the Interior and of the De 
partment of Defense, as well as those of the Territory of Alaska, has 
recommended construction of a railroad spur, about 5 miles in length, 
from Suntrana, Alaska, through the Shallit leasehold to the Roth re 
serve, a coal lands area withdrawn by the Army. 

The Shallit petition asserts that, upon the unanimous recommenda 
tion of the operating agencies, the Department of the Interior made 
a survey of route of ‘the proposed spur, and developed working plans 
for building it. 
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However, although, according to the petition, no change took place 
in the basic facts which are briefly sketched in broad outline oe 
the Department of the Interior abruptly reversed its position, can- 
celed its plans, and abandoned the project entirely. 

Mr. Shallit charges that such a reversal of policy and action is 
highly detrimental to the national interest, and to his own interests. 
He asserts that if the spur is not built, costs of coal to the Federal 
Government and the economy of the Fairbanks area will continue to 
be upward to $1 a ton higher than if it is built—that the lower costs 
of coal will rapidly amortize the cost; that because of the present 
necessity of delivery to the military 12 months a year, unless the 
spur is built, he will be forced out of business, an event which he 
asserts will greatly foster monopoly in central Alaska, leaving coal 
consumers at the mercy, for practical purposes, of a single produc er. 

Implicit and explicit in the petition is the allegation that the Secre- 
tary of Interior is failing to do his clear duty with respect to the 
development of Alaskan resources which are an important part of 
our natural resources, his duty with respect to the protection of the 
public and governmental agencies, and his duty to a Federal coal lands 
lessee, namely to Shallit himself. 

Also, implicit and explicit, is the allegation that the Secretary, 
or his aides, may have been subjected to undue influence and pres- 
sures to the extent that he reversed his previous position and aban- 
doned the projected building of the spur. 

That such an allegation is a basic part of the petition is recognized 
ir an answer filed on behalf of an adjoining downstream lessee, Usibelli 
Coal Mine, Inc., by the Washington law _— of Ely, Mc ‘Carty & 
Duncan. The Usibelli answer, filed on May 12, states that part of 
its purpose is “to comment on the scandalous and unwarranted in- 
nuendo throughout the petition.” 

These charges and allegations, if true, constitute a serious indict- 
ment of the administration of the Department of the Interior. 

Senator Jackson, upon having the petition referred to the Terri- 
tories Subcommittee by Senator Murray, chairman of the full com- 
mittee, immediately sent copies to the Secretary of the Interior, the 
Assistant Secretary of Defense, and other interested officials and per- 
sons. That was on April 1. Subsequently, after analyzing the peti- 
tion, he wrote Secretary McKay at some length under date of April 
13, raising specific points and asking specific questions. 

I will read a copy of Senator Jackson’s letter to the Secretary at 
this point. 

Hon. Dovetas McKay, 
Secretary of the Interior, Department of the Interior, Washington, D. C. 


Dear Mr. SecreETARY: Senator Murray has asked me, as chairman of the 
Territories Subcommittee, to look into the grave issues raised by the petition of 
A. Ben Shallit, Cripple Creek Coal Co., Fairbanks, Alaska, for an investigation 
of your alleged refusal to permit the Alaska Railroad to extend its lines a matter 
of 6 miles or so to serve the operating mines in the Healy River Valley, despite 
strong recommendations to do so from Federal and Territorial operating agen- 
cies. A copy of Mr. Shallit’s petition is enclosed for convenient reference, 
although I note that his Washington attorney, Mr. Max Barash, already has for- 
warded copies to you and to the Secretary of Defense. 

While of course Mr. Shallit’s petition probably presents only one side of the 
situation, the case appears to warrant a public hearing and inquiry in view 
of this committee’s responsibilities for the development of Alaska. However, 
before setting up such a hearing, it would be helpful to have your comments. 
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Iu particular, I would appreciate a report on the following specific points in 
the petition which commend themselves to my attention : 

1. According to the petition (see exhibit CC) your Subcommittee on Coal of 
the Alaska Field Committee of the Department of the Interior unanimously 
passed resolutions on April 30, 1953, in pertinent part, as follows: 

“(a) That the extension of the Healy River spur to the Roth property is vital 
to the security of military installations this coming fiscal year of 1954, and in 
the future, and to the development and prosperity of the coal industry as a 
whole in Alaska. 

“(b) That by the extension of the Healy River spur to the Roth property 
would mean a substantial savings to the Government in the price of coal and 
this savings to the Government should amortize the cost of construction within 
3 or 4 years.” 

2. In filing for a railroad right-of-way along the route of the proposed ex- 
tension of the Alaska Railroad under date of April 29, 1953 (see exhibit X), 
acting general manager of the Alaska Railroad John E. Manley stated that: 

“Tt is estimated that the construction of this line will result in the reduction 
of coal costs to the territory of $200,000 annually.” 

In addition, Mr. Manley pointed out the line is necessary in order that Usibelli 
Coal Co., Cripple Creek Mining Co., and any future producers may have access 
to the Alaska Railroad, thereby reducing the costs of operations which are then 
passed on to the Government and private industry. 

3. Both Mr. Ludlow G. Anderson, Chief of the Coal Mining Branch of the 
Bureau of Mines at Anchorage, Alaska, and Mr. L. H. Saarela, mining super- 
visor of the Geological Survey in charge of coal mining operations in Alaska, have 
recommended the extension of the Alaska Railroad to the operating coal mines, 
including the Cripple Creek Coal Co. mine, in the Healy River Valley. See pages 
23, 42, and 43 of the petition. 

4. Your special Committee to investigate the coal resources of Alaska, headed 
by Charles W. Connor, recommended the extension of the Alaska Railroad to the 
operating coal mines, including the Cripple Creek Coal Co. mine, in the Healy 
River Valley. See page 47 of the petition. See also pages 96 to 101 of the 
Connor Committee report which Mr. Strand was good enough to make available 
to the committee upon request, and in particular the following statement on 
page 101: 

“Prompt construction of spur is urgent: The prompt construction of the spur, 
beginning no later than the summer of 1954, is of salient importance. By the 
beginning of fiscal year 1956 (the summer of 1955), the military coal require- 
ments will create a need for increased production by both the Usibelli and Cripple 
Creek mines. Unless a railroad spur is available for use during fiscal year 1956, 
the ability of these mines to deliver coal in the required tonnages would be in 
doubt.” 

Again at page 100, the Connor Committee states that: 

“The responsibility for constructing the spur would appear to rest upon the 
Aluska Railroad as the Department of the Interior agency charged with providing 
the rail transport facilities needed to further the development of the Territory. 
A corresponding responsibility to assist in financing the spur rests upon the mili- 
tary agencies which will be the principal beneficiaries of the project. Not only 
will the military agencies stand to profit directly from reduced coal costs, but 
the construction of the spur is clearly of major significance to the defense mission 
in Alaska.” 

The foregoing reports and recommendations of representatives of your depart- 
ment seem to clearly establish the fact that the extension of the Alaska Railroad 
to serve the operating coal mines in the Healy River Valley is necessary to 
develop the coal resources and to provide an adequate supply of coal for military 
and civilian consumption at the lowest possible cost. Although it appears from 
the petition that the Alaska Railroad had previously filed its railroad right-of- 
way and had made a survey of the route of proposed construction, the Alaska 
Railroad recently withdrew its right-of-way and abandoned the proposed con- 
struction. 

With the idea of saving your time and that of the subcommittee, permit me, 
with all deference and courtesy, to observe that the mere assertion that no 
funds were available for the construction of either the railroad spur or the 
all-weather truckload will not be an adequate answer to the issues. We have 
a most impressive record of official findings and recommendations by your own 
field experts and by Territorial officials, that the construction of the spur or 
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the road will result in very substantial savings to the military, to the Territory. 
and to civilian users, and that it will contribute to the security and to rapid 
economic development of the area. 

While I am aware of your probably justifiable pride in Mr. Kalbaugh’s 
achievements in turning a deficit into a profit in his short term operation of the 
railroad, I am certain you will agree that his and your achievement in this 
respect should not be made at the expense of the basic purposes of the legisla- 
tion establishing the railroad, namely, the economic development of Alaska. 
Nor should such achievement have been made at the expense of proper main 
tenance and development of the Federal property involved. 

From the record, a number of spurs similar to that recommended for the 
Healy River Valley has been constructed without specific appropriation (see 
p. 75 of the petition). But more important, there does not appear to have been 
any effort whatever on the part of the Department to obtain funds to carry 
out the unequivocal recommendations of its experts. 

I regret both the length of this letter and the perhaps unnecessary observa 
tions on the catchall answer of lack of funds, but I sincerely believe that time 
will be saved in the long run by my endeavor to come to grips with the issues 
at once. ; 


That is signed by Senator Jackson. 

Only yesterday the committee received a reply from the Depart- 
ment of the Interior, and I will also read this letter, which is dated 
May 27, 1955, and addressed to Senator Jackson. 


My Dear SeENatToR Jackson: Reference is made to your etter of April 13. 
regarding the desire of the Cripple Creek Coal Co, to have the Alaska Railroad 
build a 6-mile extension of its Healy River branch, so as to provide better 
transportation for the Company and certain other coal properties in the Healy 
River Valley. You ask for the comments of this Department on Mr. Shallit’s 
petition, and particularly with respect to certain specific points in it. The 
~epartment is more than willing to answer all your questions on the matter. 

Certainly I agree with your statement that the basic purpose of the railroad 
is the economic development of Alaska. subject, of course, to the desirability 
of holding down railroad operating expenses and thus perhaps giving the publie 
the benefit of freight rate reductions wherever possible. I may add that we do 
not consider there is any conflict between these two goals. That is, any justified 
extension or improvement of the railroad which will further the economy of 
the Territory may likewise he expected to be good business for the railroad. 

In analyzing this proposal, therefore, the question is whether it will foster 
the development of the coal industry of Alaska. In other words, is there a need 
and a market for the coal which would be shipped over this extension? 

We have studied these questions with considerable care and in the greatest 
detail over the past 2 years. On the basis of this study, we have found that there 
is no need for an expanded production capacity for coal north of the Alaska range 
for the next few years, so far as we can foresee. In fact, the capacity of existing 
mines north of the range is larger than the predicted demand. The sole effect of 
building the extension would be to improve the competitive position of one coal 
producer as against his competitors. 

Furthermore, the terrain of the area is such that any railroad construction 
from the present railhead to the Roth Coal Reserve would be excessively costly, 
perhaps too much so to justify the construction even if the prospective tonnage 
were far greater than it is. A study of the construction cost of the proposed 
extension, largely prepared prior to Mr. F. EB. Kalbaugh’s period of service as 
general manager, arrived at an estimate of $1,453,251.50. Mr. Kalbaugh feels 
that this figure was on the extremely conservative side. 

In passing, I should like to mention that there are a number of coal mines 
being operated in the Territory without the benefit of special branches of the 
railroad to their properties, but none of them with the exception of the Cripple 
Creek Coal Co. is asking for construction of special rail connections for the 
benefit of the particular company. For example, the Arctic Coal Co. on Lignite 
Creek (north of the Healy River), the Usibelli mine adjacent to Cripple Creek, 
and several of the smaller mines in the Matanuska area are operating or have 
operated without expecting a Government subsidy in the form of a special branch 
of the railroad. 

To understand the overexpanded condition of the coal industry of Alaska 
north of the range, it is necessary to be familiar with the changing picture of 
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coal needs in Alaska during the last few years. You will note that all of the 
citations in the Cripple Creek petition dealing with the alleged need for addi- 
tional coal are dated in 1953 or prior thereto. As you correctly point out, as 
late as 1953 the Connor Committee felt that there might be a continuing need for 
expansion of coal production in the Territory. That conclusion, however, was 
subject to confirmation of the figures on anticipated defense requirements for 
the ensuing years. During recent years, military needs have constituted the 
greater part of the total demand for Alaskan coal. When the Connor Com- 
mittee report was prepared, we refrained from publicizing it precisely because 
we were unable to “firm up” those figures on estimated defense needs. 

Since then, defense requirements for coal in Alaska have been scrutinized with 
the greatest care by the Defense Department. The abrupt cessation of hos- 
tilities in Korea, considerable changes in the defense construction program in 
Alaska, plus the more careful scrutiny referred to above, have shown con- 
clusively that the estimates of future need by the Connor Committee were far 
overstated. 

Thus, you will note that the estimated deliveries required for defense estab- 
lishments north of the range for the fiscal years 1955, 1956, 1957, and 1958 were 
given in 1953 by the Connor committee was 448,000, 895,000, 847,000, and 816,000 
tons, respectively. By constrast, early in 1954 when the Defense Department 
made its determination of coal procurements requirements for fiscal year 1955, 
it found it needed only 142,000 tons—a reduction of more than two-thirds from 
the tentative Connor committee figure which had been prepared less than a 
year before. Although these figures relate to deliveries rather than consump- 
tion, and consumption has in fact been more stable, nevertheless the discrepancy 
is apparent. 

This proposed sharp reduction in procurement promised to have disastrous 
effects on the financial situation of the coal producers in the Healy River Valley. 
The reduction was due in part to plans by the military to use stockpiles up 
fairly rapidly. For this reason, this Department and the Department of Defense 
jointly reached the conclusion that additional tonnage should be procured to 
replace in part the stockpiles being used. An additional 90,000 tones were 
purchased in this area, the tonnage being equally divided between the two unsuc 
cessful bidders in the Healy River Valley. 

For the next 3 fiscal years, the Defense Department has just issued its pre- 
liminary call for bids in amounts as follows: Fiscal year 1956, 149,800; fiscal 
year 1957 (estimate only) 286,000; and fiscal year 1958 (again estimate only), 
392,500. Again you will note that these figures are from a third to a half of 
those estimated in 1953. Futhermore, although they appear to indicate a 
rising trend of need, that appearance is deceptive. The figures for fiscal years 
1955, 1956, and 1957 are probably lower than consumption by reason of using 
accumulated stockpiles. With the expected attainment of a level of purchases 
somewhere near actual consumption in fiscal year 1958, we have no particular 
reason to expect that purchases will go any higher. 

In short, our present problem is not one of stimulating the growth of the 
Alaskan coal industry north of the range through improving transportation 
facilities. Rather, it is one of helping the existing industry to stabilize. So far 
as we can see, that will be the principal problem for these coal producers for 
the next few years, 

The above discussion represents our comments on Mr. Anderson’s recom- 
mendations on page 23 and Mr. Saarela’s comments on page 43 of the petifion 
(item 3 of your letter) and on the quotation on page 101 of the Connor com- 
mittee report (item 4 of your letter). 

With respect to the several points in your letter dealing with the alleged need 
for the railroad extension from the standpoint of military security, that phase of 
the picture likewise hinges on the assumption that there will be a shortage, rather 
than a surplus of coal producing capacity. Your item (1 (a) and both quotations 
from the Connor committee report under your item 4 appear to stress that point. 
As noted above, the assumption of anticipated shortage is completely erroneous at 
the present time. To deal more direcily with the security aspect of the question, 
however, I will state that at no time has the Department of Defense ever indicated 
to this Department that extension of the existing branch was essential from a 
security standpoint. No doubt the Department of Defense could fell you in more 
detail why it does not consider that the proposed extension is essential from a se- 
curity standpoint, 

The third major point mentioned in your letter has to do with alleged savings to 
coal consumers, sometimes given as amounting to $200,000 annnally. These al- 
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leged savings are estimated or touched on in items 1 (b) 2, 3 and the second quota- 
tion under item 4 of your letter. 

This Department is convinced that, based on present-day conditions and those 
in the foreseeable future, no such savings would result but, on the contrary, the 
extension would fall far short of carrying sufficient tonnage to justify its con- 
struction. Further, we have no proof that any savings which, under certain con- 
ceivable conditions, might result, would accrue to the consumer rather than to a 
particular producer. 

During the spring of 1953, at a meeting in Alaska attended by representatives 
of this Department and of the Cripple Creek Coal Co., it was tentatively esti- 
mated that savings of approximately $200,000 per year, either to producer or con- 
sumer, might result from construction of the proposed extension, but that tenta- 
tive estimate was based upon several assumptions which could not be confirmed 
at the time and have since failed to materialize. 

First of ali, the estimated saving assumed that the rather heavy output of the 
fiscal years 1953 and 1954 would continue for an indefinite period. As noted 
above, that assumption has already been proved unjustified. 

Second, the figure assumed that Usibelli Coal Mine, Inc., would make the 
necessary investment in changed facilities required to use the proposed railroad 
transportation and would ship its entire output over the extension. This assump- 
tion was of key importance because the Usibelli mine has at all times been a far 
greater producer than the Cripple Creek property, generally producing several 
times the volume of Cripple Creek. Yet at no time has the Usibelli firm been 
very enthusiastic in support of the proposed extension, and at present we under- 
stand does not intend to use it, if constructed. The Usibelli firm contends that 
conversion to use the branch would require an additional investment of several 
hundred thousand dollars for construction of a new tipple and other needs, which 
would not be justified in view of the present discouraging outlook for volume 
sales. 

Even under optimistic assumptions as to the future of the coal industry 
north of the range, the proposed extension cannot possibly be justified without 
firm assurance that the major producer to be served (Usibelli) would use it. 

Thirdly, the justification depends upon the accuracy of estimated savings of 
$0.84 per ton to Cripple Creek, and of $0.42 per ton to Usibelli, and upon the 
willingness of both firms to pay off the construction costs at those rates for 
each ton of coal shipped. Elsewhere, Mr. Shallit (of Cripple Creek Coal Co.) 
has estimated his savings at only $0.70 per ton (in the material supplied by 
Healy River Spur, Inc., in connection with its loan application to the RFC). 
More important, the Usibelli firm has never, so far as I know, accepted the 
hypothetical figure of $0.42 per ton as its savings. To the contrary, Mr. Usibelli 
has insisted that conversion of his operations to use the railroad extension 
would put him to considerable expense which would require several years to 
amortize before any savings would accrue to his operations at all. 

Fourthly, even under the optimistic estimates as to future coal requirements 
upon which this $200,000 figure was based in 1953, it would have required 14 
years to amortize the extension. During this 14-year period, no savings to 
either consumer or producer would accrue, since all such savings would have 
to be devoted to paying off the extension. Whether any savings would accrue 
following the conclusion of the 14-year period would of course depend on whether 
the demand for coal was sustained. 

Fifth and finally, no showing has ever been made to this Department that the 
savings, if any, would accrue to the buyer rather than the producer of the coal. 
Clearly, the proposed extension would alter the competitive relationship among 
the three firms to the advantage of Cripple Creek. The Suntrana Mining Co., 
Ine. has largely exhausted its reserves of strippable coal, and Usibelli Coal Mine, 
Inc. likewise has used its strip reserves heavily. Both have made large invest- 
ments in underground development. It is questionable whether either could 
compete against a third firm engaged entirely in a stripping operation, if that 
third firm were given the additional advantage of a special rail extension con- 
structed primarily for its benefit. 

I hope the above discussion has made clear the intimate linkage between coal 
production in the Healy River Valley and defense requirements north of the 
range. The Defense Department is almost entirely dependent upon these three 
mines for the coal supply for Ladd and Eielson Fields. The mines are almost 
entirely dependent upon military requirements for the business that keeps them 
alive. Obviously, defense requirements and the Alaskan coal industry will go 
up and down together. 








é 


ALASKA COAL LANDS 


For several years this Department has been engaged in endeavoring to main- 
tain an even balance between these two factors—defense needs and Alaskan 
coal capacity. During periods when coal requirements appeared te be mount 
ing, we have endeavored to develop additional capacity in advance of the need, 
through assistance with defense loans, provision of adequate rolling stock, etc. 
During periods of declining demand, such as at present, we believe we should 
try to keep all existing producers in business, through help in securing addi- 
tional orders (such as the 90,000 tons of procurement for stockpiling made last 
year for fiscal year 1955), through encouraging a fair division of the existing 
market among the various producers, etc. Even during the present period of 
decline, we do not believe it would be desirable to permit any 1 of the 3 firms 
to fall by the wayside, since expanded needs for coal which we cannot now fore- 
see may occur again in the future. We cannot justify a heavy investment in 
a rail extension at a time when the need clearly does not exist, the principal 
effect of which would be to subsidize one producer and disturb the present com 
petitive relationship. 

I hope the above rather lengthy explanation answers your questions. If you 
should desire further elaboration on any of the above points, please do not hesi- 
tate to call further on me or any of my staff for additional information. 

Sincerely yours, 
CLARENCE A. DAviIs 
Acting Secretary of the Interior. 


Senator Biste. The subcommittee also has received a reply from 
the Department of Defense and I will direct that this correspondence 
also appear in the record at this point. 

(The letters referred to are as follows :) 

APRIL 13, 1955. 
Hon. THoMAS P. PIKE, 
Assistant Secretary of Defense, 
Department of Defense, Washington, D. C. 

DEAR Mr. SECRETARY: Senator Murray has asked me, as chairman of the 
Subcommittee on Territories, to look into the petition of A. Ben Shallit, Cripple 
Creek Coal Co., Fairbanks, Alaska, for a public hearing on the alleged refusal of 
the Secretary of the Interior to permit construction of a railroad spur to permit 
development of the Healy River Valley coal reserves in Alaska. 

A copy of Mr. Shallit’s petition is enclosed for your convenient reference, 
although I note that his Washington attorney, Mr. Max Barash, has submitted 
a copy to Secretary Wilson. 

The petition seems clearly to establish the fact that if the 5-mile spur were 
constructed, the military would be able to obtain coal at considerably less 
expense than at present, resulting in savings which would more than pay for 
the cost of the spur within a very short time. It is stated that at conferences 
held in the office of the Under Secretary of the Interior last spring, representa- 
tives of the Department of Defense (Colonel Vissering, chief of transportation, 
Mr. George A. Grimm, Utilities and Fuels Adviser, Commander Webster and 
Lieutenant Fogel of the Navy Fuel Supply Office) concurred in a finding that 
“construction of the railroad spur was in the public interest and in the interest 
of national defense to assure an uninterrupted supply of coal to meet military 
and civilian demand in Alaska for years ahead.” P. 67 of the petition.) 

Before setting a date for a public hearing, the subcommittee would appreciate 
the comments of the Defense Department on the situation set forth in the peti- 
tion. Specifically, would the development of the Healy River Valley coal re- 
serves be in the interests of national defense? Would construction of the 5-mile 
rail spur on an all-weather truck road result in cheaper prices and a more as 
sured supply of coal to the military and to civilian users to the extent that the 
cost of the spur would be speedily amortized. 

If the answer to either of the foregoing questions is in the affirmative, it would 
appear that either the spur or the road should be built. 

Any additional facts or comments you would care to submit will, I am certain, 
be helpful to the committee. 

Sincerely yours, 
HENRY M. JACKSON, 
Chairman, Subcommittee on Territories and Insular Affairs. 
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ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., May 4, 1955. 
The Honorable Henry M. JACKSON, 
United States Senate. 

DeaR Senator JACKSON: Mr. Grimm and Commander Webster have returned 
from investigating the coal problems in Alaska. As I mentioned to you in my 
letter of April 20, their first-hand information enables me to more completely 
answer the questions you asked in your letter of April 13. 

At the time of the meeting held in Under Secretary Tudor’s office, the future 
status of the Military Establishments in Alaska was not clear. Considerable 
new construction was underway, especially large new heating and power plants. 
The best figures that were obtainable at the time indicated a large increase in 
the demand for coal. The magnitude of the requirements, as seen at that time, 
was such that all mines north of the range would be needed. To insure an unin- 
terrupted supply of these requirements made it essential to provide either an 
all-weather road or a railroad spur. However, subsequently, with the operations 
of the military installations being more stabilized, the requirements for coal have 
been greatly reduced. As it appears now the present development of the Healy 
River Valley reserves are capable of supplying the current military requirements. 

Ii is not possible for us to determine with any exactness the amount of saving 
to the Government that would be accomplished by an all-weather road or rail- 
road spur. However, it appears that if the Crippled Creek Coal Co. could elimi- 
nate a 5-mile truck haul and deliver directly into cars at the rail head, a consid- 
erable saving in operating cost should result. An additional saving could be 
made by this means if production could be established on an all-year-around 
basis instead of seasonal. A still further saving should be reflected in doing 
away with the necessity of building new temporary roads at the beginning of each 
producing period. Upkeep on the railroad spur or the all-weather road should 
be much less than the above replacement expense. 

We are not in a position to determine the rate of amortization or, for that 
matter, the total cost of building the road or the spur but we presume that this 
information will be made available from other sources. 

We are glad to furnish you with any information we have and offer any assist- 
ance we can in this matter. 

Sincerely yours, 
T: P. Pree: 

Senator Binur, Certainly we do not want to foreclose the presenta- 
tion of any information that will be helpful to the committee. The 
petition itself is in great detail running to 100 pages or so with ap- 
pended exhibits. ‘hen we have a fairly detailed answer filed by the 
counsel for the Usibelli Mine, Inc., and the responses from the Acting 
Secretary of Interior and the Assistant Secretary of Defense. All 
together the record is fairly voluminous already, and therefore I will 
ask the witnesses to try not to repeat detailed material that is already 
in the record. Rather, I think, as in a court case, they should limit 
their oral presentations to developing the main portions of their case 
pro and con. The Under Secretary of the Interior, Hon. Clarence 
Davis, will be with us at 2 o’clock this afternoon, and I believe we will 
hear him immediately upon our taking up after the noon recess. 

Since Mr. Shallit is the petitioner here, the moving party, so to speak, 
I believe at this time it would be weil to hear from him. Will you 
identify yourself for the record ¢ 


TESTIMONY OF A. BEN SHALLIT, CRIPPLE CREEK COAL CO., ACCOM- 
PANIED BY MAX BARASH, ATTORNEY, WASHINGTON, D. C. 


Mr. Suauir. Yes, sir. Before I start my testimony, would it be 
possible for me to be sworn in so that my testimony would be under 
oath ¢ 

Senator Brsir. The committee counsel advises me there is precedent 
for a witness to be sworn at his own request. We certainly have no 
objection to your being sworn. 
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Will you please raise your right hand. Do you hereby swear the 
testimony you give before this hearing will be the truth, the ahshe 
truth, and nothing but the truth, so help you God ¢ 

Mr. Suauuir. I do. 

Senator Binur. I note your pre pared statement Is some 25 pages 
in length, and I think it might be well if you would just develop the 
highlights of your testimony, Mr. Shallit. But I want to emphasize 
that there is no desire nor intent to preclude you from a full presenta 
tion of your case, 

Will you identify hai lf for the purpose of the record ? 

Mr. Suauurr. Mr. Chairman and gentlemen, I am Ben Shallit. 1 
am owner and operator of the Cripple Creek Coal Co, of Fairbanks, 
Alaska. Iam a professional mining engineer. With the exception 
of 2 years in the Navy, I have spent all of my working time since I 
entered the Alaska School of Mines in 1929 in some phases of mining. 

Senator Breve. Mr. Shallit, before you proceed with your presen- 
tation, I think it might be well to have your counsel identify himself 
for the purpose of they ‘ecord. 

Mr. Barasu. My name is Max Barash. [ am at 710 Sheraton 
Building, Washington 5, D. C. I am counsel for the Cripple Creek 
Coal Co, and have been for the last 5 years. 

Senator Brie. You may proceed, Mr. Shallit. 

Mr. Suauurr. Thank you. I would like at this time first to take 
the opportunity to formally thank the committee for taking time for 
this hearing. I[ realize that with world tensions the way they are and 
with our country taking such an important part in it a Senator's 
time is of national and international importance. I am greatly ap 
preciative of the opportunity afforded me and that our American way 
of life allows such an action as this hearing before a unit of the United 
States Senate. 

selieve me, I never would have imposed upon your time in this man- 
ner if during the past 5 years I had not exhausted every other pos 
sible means. I would also at this time like to take the opportunity 
to formally thank the witnesses who have come here and the Secre- 
tary of the Interior for having made them available. 

I fully realize the re Juctance with which some of the witnesses m: Ly 
appear. They are in the unhappy position of having expressed pro- 
fessional opinions on which the Department has not seen fit to act. 
Some witnesses will be understandably hostile. 

The Usibelli Coal Mine, Inc., have made themselves a part of these 
proceedings by their letter of May 12 to this committee. 1 think their 
28-page report can be summarized in one phase: Fear of competition, 
Certainly adequate year-around transportation facilities to the mining 
areas above the Usibelli leasehold will take a portion of the present and 
future markets from Usibelli. A reduction will be made po: ible in 
the operating costs there, but this reduction in cost is of a necessity 
passed on to the consumer in accordance with the laws of sae and 
demand that are always effective in a consumer’s market. 

Senator Gotpwarer. May I interrupt just amoment’ You said that 
Usibelli has joined. Do you mean they have joined you in this action 
or they are against you / 

Mr. Suaturr. They are against us, sir. They submitted a 28-page 
report in answer to our petition to the Sec retary. I do not know 
whether it has been made a part of this record or not. 
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Senator Bisie. It has been made a part of the record. 

(See appendix B.) 

Senator Gotpwarer. The reason I wanted to clear that up, Mr. 
Chairman, is that in your opening statement on page 2, you say: 

Also implicit and explicit is the allegation that the Secretary or his aides may 
have been subjected to undue influence and pressure to the extent that he reversed 
his previous position and abandoned the projected building of the spur. Such an 
allegation is a basic part of the petition is recognized in an answer filed on be- 
half of the adjoining downstream lessee, Usibelli Coal Mine. 

J was a little confused there because I did not know whether Usibelli 
agreed with your contentions or whether they were against your con- 
tentions. 

Mr. Suauuirr. I hope that during my presentation I will be able to 
make the situation clear. 

Senator Gotpwater. I wanted to understand that at the outset. 

Mr. Suauuir. Thank you, sir. The cost of the construction of the 
branch line making available year around transportation to the entire 
area above the Usibelli Mine will be r apidly amortized and the mili- 
tary and civilian consumers will be benefited by the lower cost of coal. 
The entire area served by the Alaska Railroad will be benefited and 
the development of the territory served. 

Before reading my prepared statement, I believe it might be advis- 
able if I point out on these exhibits I have attached to the wall some 
of the geographic and geologic features. 

Senator Bratz. I think it would be well if you would designate for 
the purpose of the record. 

Mr. Suauurr. I did not bring a map of the whole territory of Alaska. 
I assume that you gentlemen are all more or less aware of the geo- 
graphic shape of it. Fairbanks is about in the geographic he art of 
Alaska. It is 470 miles north of Fairbanks. Healy Station, which is 
the shipping point on the main line of Alaska Railroad for the coal 
field, is 112 miles south of Fairbanks. This map is kind of nice in 
that it shows apparent relationships of the hills and valleys and so 
forth. 

Senator Bretz. What map are you referring to? 

Mr. Suauurr. This is a map of the Fairbanks area. It is on a scale 
of about 4 miles to the inch. 

Senator Gotpwarter. That is the topographic map. That should 
have a number on it. 

Mr. SuHauuir. Yes, sir. It is NQ5615. This merely shows the area. 
The red line is the Alaska Railroad, and it is not particularly perti- 
nent except that it does give you more or less an idea of the location 
of the railroad in relation to Fairbanks. 

Senator Bree. I think we might identify that as Exhibit No. 1, 
Ww hic +h will be incorporated into the record of this hearing by reference. 

(Exhibit No. 1 is on file with the committee, as are the other 
exhibits. ) 

Mr. Suauuit. May I present the Healy map as exhibit 2? 

Senator Bratz. You might read the same number identification. 

Mr. Suaiit. The number is NN563. It is on the same scale. It 
shows the Alaska Railroad continuing from the point where I left off 

down to Honolulu on the Alaska Railroad, which does not mean a 
great deal except that I wanted to point out the present Healy branch, 
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the Suntrana branch of the Alaska spur, so that it can be seen relative 
to the Alaskan Railroad as a whole. 

Senator Brste. What is the significance of the Healy spur ¢ 

Mr. Suaturr. It connects the main line of the Alaska Railroad with 
the Healy River area of the Nenana coal field. 

Senator Gotpwater. Where are you in relation to that ¢ 

Mr. Smatuit. I would like to show Healy Creek, which is this stream, 
to give you an idea of the general length. This is about 4 miles to 
the inch. On this side is C ripple Creek. Here is Suntrana, Here is 
Moody Creek, which is as large a stream as the Healy Creek itself. It 
comes in above Suntrana. 

Senator Brate. How long is the Healy spur from the main line? 

Mr. Suauuir. ‘The Healy spur is 4. t miles from the main line. 

Senator Gotpwater. Where is your mine / 

Mr. Swat. It is rather difficult to show. It is at this red dot here. 

Senator Gotpwater. ‘That is 5 miles ¢ 

Mr. Swarr. That is 5 miles from the end of the spur. 

Senator Gotpwater. When did they build the Healy spur? 

Mr. SuHauuir. The Healy spur was built in 1922. At that time the 
Alaska Railroad was under construction and it was believed advisable 
to open up the coal fields of Alaska in order that the military could 
have coal. At that time the wood situation around Fairbanks was bad. 
At that time they were burning wood and they felt it was very neces- 
sary to open up the coal field. 

The Healy River Coal Co. at that time owned the property at Healy. 
They made an offer to donate $20,000 toward the cost of this road. 
Actually, when the negotiations were completed, the He: uly River Coal 
Mine, Inc., put up $10,000 in cash and sold the militar vy $20,000 worth 
of coal. The actual cost of building that branch at that time was con- 
siderably in excess of $200,000. So the amount of money that Healy 
River put in was rather small. 

In addition, I think it might be pertinent at this time to state that 
all of the spurs, all of the branches of the Alaska Railroad that have 
been built to any of the coal fields—and they have been built to all of 
the coal fields—have been built directly by the Alaska Railroad. The 
funds have come out of direct appropriations rather than specific 
appropriations for particular spurs. 

In the basic act that set up the Alaska Railroad, one of the main pur- 
poses was to develop the territory of Alaska and develop it in such a 
manner that it would also develop the coal resources. 

I think possibly this map is better than any. 

Senator Brsue. I think that may be introduced for purposes of the 
record as exhibit 2—that is, the second topographic map. 

(Exhibit 2 marked for identification. ) 

Mr. Suauur. This is a map prepared by the United States Geolog 

cal Survey. Incidentally, as a professional engineer I would like at 

this time to compliment the Survey on an exceptionally well-done job, 
not that the rest of their work is not also good. This is a map that I 
have had to work with professionally, and it is a very excellent and 
very good job. It is probably a little difficult to see, but I set it up 
more or less to show the relative relationship of the existing leases and 
the Healy River coal area 

The green is the tertiary coal-bearing series in which all of the coal 
is found. The brown on both sides are Precambrian, which is too old 
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a rock to have any coal. The known coal area is all confined to the 
green. The red that vou see here are the outcrops of the coal. On this 
particular map I have shown Leasing Block Ne. 28 which is sometimes 
called the Roth property, sometimes the Army Reserve. I have shown 
that in green. Cripple Creek is shown in pink. 

Senator Bisie. Cripple Creek is the property held by vourself é 

Mr. SuHauuir. Yes. 

Senator Bisie. For the purposes of the record, the Cripple Creek 
Corporation is an Alaskan corporation ¢ 

Mr. SuHauuit. [t isa sole proprietorship. 

Senator Binie. Operating as a corporation / 





Mr. SuHauuir. No, sir; operating as a company only. It is the Crip- 
ple Creek Coal Co. Actually, you might say it is A. Ben Shallit doing 
business as Cripple Creek. 

Senator Binie. You are the sole owner of Cripple Creek Co. ? 

Mr. SuHauuir. Yes, sir. I have Usibelli shown in red and Suntrana 
in blue. 

Senator Brave. Might you develop the size of the lease 

Mr. Suauuir. Yes, sir. This lease is 1.120 acres. It is one full sec- 
tion and three-quarters of another section. The Nsibelli lease is 2 
full sections, or 1.240 acres. Iam not sure how large the Suntrana lease 
is, but it is somewhat the same, or possibly a little larger. 

Senator Bisie. Will you point out the terminal of the Healy spur? 

Mr. Suauurr. Yes, sir. The terminal of the Healy spur is shown at 
this point [indicating]. This is the underground operation of the 
Suntrana mine. This is the end of the spur which is 4.4 miles from 
the main line at Healy. 

Senator Bisie. It is my understanding that was constructed in 1922. 

Mr. Smauurr. Yes, sir. 

Senator Bisitr. There was no extension of the spur from 1922 to 
this date / 

Mr. Suauuir. That is right. This was the original terminal and it is 
still that. 

The boundary line of the Suntrana line runs to this section line at 
Alaska Creek, which is probably immaterial at this point. This is the 
Usibelli mine with their operation consisting of an underground mine 
that has just been opened up on the north side of the river | indicating }. 
Incidentally, this is the Healy River. We call it Healy River, but the 
official name is Healy Creek. 

Usibelli has an underground mine started here [indicating]. They 
have a washing plant which has been built and is located over here. 
The main strip operation is on the south side of the river in approxi- 
mately this area and there is a certain amount of small stripping that 
is going along on the north side of the area. Our entire operation 
is now confined to stripping and developing the No. 1 bed, which is 
57 feet thick at this point. We have also mined from the No. 2 and 
No. 3 bed, and we have started a small underground operation on 
No. 6 which we abandoned when it became evident that a railroad 
would not be built. 

Senator Breie. Approximately how much coal do you mine per 
year at the present time ? 

Mr. Suauurr. The amount of coal that we mine has varied entirely 
with the contracts that we have had. The greatest amount that we 
have ever mined is 135,000 tons in 1 fiseal year. 
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Senator Brste. What fiscal year was that / 

Mr. Suauuir. That was the 1953-54 fiscal vear. 

Senator GotpwaTer. How much coal do you have blocked out there, 
do you think ¢ 

Mr. Suauurr. I have the amount set out in my petition. However, 
just roughly on the west side of Cripple Creek I have a block under 
strip in which I am developing 1,200,000 tons of coal. On the east 
side of Cripple Creek on the high bench I have in the last 3 years just 
fooled around because I have so much coal here that I have no market 
for. But I am in that area developing a block consisting of wpprox) 
mately 3 million tons of strippable coal. 

In addition to the strippable coal here and on the east and west 
side of Cripple Creek, which we are developing, there is : t potential 
for additional strippable coal depending upon the price of the coal 
in the first place, the ratio of overburden to coal, the topography of 
the ground, the ease of stripping it and especially marketing condi 
tions. The coal beds in the Healy River area occur in what is techni 
cally known as a syncline which dips in the Healy River area to the 
north and pitches to the west. This gives you an indication of what 
it looks like. 

The beds are all on this side dipping to the north, which means that 
in mining it— and I am mentioning this because I will tell you more 
about coal—any coal that is developed on the south side of the river 
is either dip slope coal; whereas, the amount of overburden is either 
the same or less as you go down on the dip of the coal, or on the bench 
area here where, because the coal dips at 30 degrees, one goes 2 feet 
horizontally for every 1 foot of depth. Therefore, you finally get to 
a place in stripping a dipping bed of coal where it is more expensive 
to mine by strip methods than it is by going underground. 

In my particular case I feel that the ratio of strip ping to under 
ground coal that I can continue to operate at is approximately 4% 
yards of overburden to 1 ton of coal developed. That factor will 
vary depending on market conditions, price of coal, ease of operation, 
and so forth. When I reach that ratio, it is going to be cheaper for 
me to go underground and develop coal than stay on the surface. 

There are approximately 6 million tons of strippable coal that I 
believe I can mine today at a ratio of less than 4% yards to 1 ton 
of coal. 

Senator Gotpwater. That would be in addition to the four? 

Mr. Suaruitr. No, sir; that is the total. 

Senator Gotpwarter. A total of 6 million / 

Mr. SuHaiiir. Roughly; yes, sir. 

Senator Gotpwater. What have you been getting for coal up there / 

Mr. Satur. Last year it was $7.40 a ton for all of the operators. 
Kverybody had the same price last year. 

Senator Gotpwatrer. What is your cost per ton to haul it down to 
Healy ¢ 

Mr. Suauurr. The cost of hauling it down to Healy has varied 
certain amount, but it is about $1.24 a ton. 

Senator Gotpwatrer. The purchaser would “ that money 4 

Mr. Suatuit. He would save about a dollar, because if the railroad 
went up to the mouth of Cripple Creek, you would still have to truck 
roughly 1 mile. But there would be a good dollar that could be saved. 

64101—55—-2 
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Incidentally, it might be interesting to point out that not only 
Cripple Creek would save about this dollar a ton, but I believe Usi- 
belli would probably save the same amount. That might seem a 
rather unusual statement to make in view of the fact that he has only 
3 miles to haul, whereas I have 6 miles, but at one time when we were 
negotiating for the possibility of their doing some of their hauling for 
us, I discussed the matter very thoroughly with their bookkeeper, 
and he showed me costs that were considerably higher for hauling 
than mine. When I tried to get an explanation on it, he told me 
that the reason for it was that whereas Cripple Creek hauled only 
during the wintertime when our roads are frozen and maintenance 
on equipment and roads is very little, Usibelli hauled 12 months a year 
and during the summer months when the rains and the roads get soft, 
it is a constant job of maintenance. and the trucks take a great deal 
of pounding and spend a great deal of time in the shops. From the 
figures he showed me, I think it is reasonable to believe that the costs 
on both operations on a 12-month basis are about the same. He 
could effect the same savings. 

Senator Bratz. What size truck do you use? 

Mr. Suauuir. We use a truck that hauls 14 tons. 

Senator Bratz. How long does it take you to make the round trip? 

Mr. Suauuir. It takes us roughly 40 minutes. 

Senator Brete. You may proceed. 

Mr. Suatuit. Thank you. The thing that is important possibly, 
and Dr. Reed or Mr. Saarela might bring out something about the 
geology of these structures in relation to strip mining; “whereas in 
the flat- lying strip mines that most of us are familiar with in the 
States, an operation uses the entire surface by first removing the over- 
burden and casting it to one side, and takes the coal from under it, 
and through concentric roads or circles they mine the entire area and 
utilize the entire area, taking the overburden from the coal strip and 
spoiling it on the other area. 

Here where you have a dipping bed, obviously only a small portion 
of the surface is necessary in stripping. One of the other factors 
affecting the depth to which one strips, of course, is the drainage, 
because one is not allowed to strip below the drainage level. That 
is to protect the beds in depth in the future. 

Senator Brste. How many men do you have in the operation ? 

Mr. Suauxir. It varies with the size of contracts. _ At the present 
time we have 17 men. In the winter we usually operate with about 
25 when we are hauling. 

We are producing coal when our roads are in shape, that is, we 
can haul coal to the railroad and put it out at the rate of 1,000 tons 
per shift. That is what we consistently do. That is per shift in which 
we can operate when our roads are usable. 

If it were possible in any way for Cripple Creek Coal Co. to put 
all of its coal out during the wintertime, then we could do so, and 
we would not need a road or railroad or any summer access to the 
area. However, that would pose a tremendous problem to the rail- 
road: for efficiency in handling the coal, the railroad and the mili- 
tary in burning it, it is much more advisable that coal is shipped only 
as it is burned. 

Senator Gotpwater. What are the military requirements in Alaska 
for coal? 
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Mr. Suauuir. The military requirements in Alaska this year at 
the north end, 149,800 tons of new coal. However, the actual con- 
sumption is bet ween 400,000 and 450,000 tons. 

Senator Bisre. May I interrupt to ask what you mean by 149,000 
tons ¢ 

Mr. Suauurr. I am sorry. The coai in Alaska is usually supplied 
to the Air Force base from the Nenana coal field. That is north of 
the Alaska Range. South of the Alaska Range the coal is usually 
supplied by the coal producers in the Matanuska area of which there 
is only one fairly large one, the Evans-Jones plant. 

With a reduction in either railroad rates which the operators 
would like to see, or with the reduction of the price of coal, and it 
won't take too much—this $1 per ton reduction in the price of coal 
will probably make it possible for the coal operators in the fields 
north of the Alaska Range to compete with the coal supplied from 
producers south of the range. At present there is practically no com- 
petition. So, in addition to the savings that would be effected at the 
north end, there is a potential saving that could be effected in the 
south. 

I hope that the rel: ationship of the various properties is shown 
here. Suntrana, Usibelli, Cripple Creek, and the Roth property all 
lie contiguous to each other and all lie along the bed of the Healy 
Creek. It is necessary in order to go from Suntrana to any of ne Se 
other properties to cross in some part the leases of all of them. Crip 
ple Creek has to cross the Suntrana and the Usibelli leases. If leas- 
ing block 28 is opened up, it will be necessary for anyone transport- 
ing coal out of the valley to cross all of the leases. 

Senator Brsie. Lease block 28, as I understand it, is also called the 
Roth property. 

Mr. Suauuir. Yes, sir. 

Senator Brexe. Is that operating now ? 

Mr. Swarr. No, sir. It has been held in reserve pending such 
time as the supply of coal from the other operations will be insufficient 
io meet the current demands or in the event of a military emergency 
of some kind, coal can be taken from leasing block 28, because there 
is a relatively little amount of overburden over the coal. That is 
one of the reasons it has been held out. It is felt that the coal from 
that particular area is so easy to mine that if anyone opened it up, 
it would be terrible competition to the rest of the properties. As such 
it constitutes a military emergency stockpile of coal, provided you 
can get it out of the country. 

Senator Biste. Has it ever been opened up? 

Mr. Swauuir. No, sir. It has been thoroughly explored. It was 
one of the purposes for the Geological Survey making this map. 

Senator Biair. Have they actu: illy been a producer at any time 

Mr. Suauur. Back in 1924, Mr. Roth and a Mr. Manley t en a 
matter of something less than 150 tons out with horse sleds but nothing 
more has been done. At that time Mr. Roth was attempting to get a 
railroad through. However, he didn’t last long enough. 

Senator Brete. Is there any road connecting the Roth property and 
your property / 

Mr. Sua.uir. Yes, sir; we have a small road of our own. It shows 
up on this map. From the mouth of Cripple Creek we have a road 
built that goes to this point within a matter of a few hundred yards 
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of the boundary of the leasing block right here. It is just a wagon 
road. It would be usable to haul coal in an emergency. 

The topography is flat. There is a low bench here. If a railroad 
were extended to the mouth of Cripple Creek, it would not be a great 
jeb to extend it the rest of the way. It is a mile from this point to 
this point. So it would be a mile and a quarter to the Roth property. 

Senator Birnie. What is the nature of the road from your property 
tothe rail head / 

Mr. Swaturr. I think possibly it will show better on this map if I 
might digress for just a moment. 

Senator Binte. We might for purposes of reference identify this 
as exhibit 3. 

(Exhibit 3 marked for identification. ) 

Mr. SuHauurr. It is plate 18 from 963, United States Geological 
Survey, Geologic Map and sections of part of the Valley of Healy 
Creek, Alaska. 

Senator Birnie. The next map we might designate for purposes of 
reference as exhibit 4. 

( Exhibit 4 marked for identification. ) 

Mr. Suauurr. Exhibit 4 is the definite location between Suntrana 
and the Usibelli mine prepared by the Alaska Railroad for the pur- 
pose of estimating the costs of building a branch line from Suntrana 
to the Roth property, which would pass Cripple Creek. 

Senator Bistz. When you say Suntrana, that is synonymous with 
the end of the Healy spur # 

Mr, Suauuir. Yes, sir. Actually Suntrana is the group of build- 
ings in which the people from the Suntrana mine are living now. 
Suntrana is the terminal of the Alaska Railroad at present. 

The Healy River Coal Co. originally, and their successors, the Sun- 
trana Coal Co., have their operation at this point. Their properties 
extend both east and west. This is north. Their beds are developed 
entirely by underground methods. They had a small amount of 
stripping coal which has now been exhausted. Their mine to the west 
of the main portal caught on fire about 3 years ago, and has been 
completely sealed off. It is mined out to the west. 

To the east the Suntrana mine now has completed the development 
of all of the beds, and mined out all of the beds except portions of the 
land the2. This last year about December 20, 1954, the No. 2 bed, or 
it could have been the No. 1 on the far east end of the Healy mine, 
caught on fire and it, too, has been sealed off now. The only work 
being done on the Suntrana mine as I understand it is work constitut- 
ing a retreat on the present beds of coal, so that the future of that 
mine now is limited to tonnages which could possibly be brought out 
better by Dr. Reed or Mr. Saarela. These tonnages are definitely very 
limited. 

Unless the mine is developed in depth when they complete the ex- 
haustion of the resources above drainage level, the chances are that 
that mine will be closed down. 

Senator Brste. We will have witnesses testify later with respect to 
that. 

Mr. Suatuir. Thank you. The Usibelli mine has a tipple here at 
the end of the track of the Healy River spur. This map is on a scale 
of 1 inch to 100 feet, so you can get some idea of relative size. This is 
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Usibelli’s camp. His coal is hauled from across the river at this point, 
and some strip areas here; from underground here; from a washing 
plant here. His road is shown in dark green. The distance from 
this point to the tipple, 1 believe, is about 3 miles. 

Senator Braise. What is the nature of that road / 

Mr. Suauuir. That is a good road that has been built on the north 
bench of the Healy Creek. It is close to the edge of the water where 
a road would normally be built because that is the easiest place to 
build it. 

Senator Bisite. How wide is the road / 

Mr. Suauuir. The road is probably not less than 25 feet at any place 
possibly a little wider, 35 feet elsewhere. 

Senator Breie. Gravel or well surfaced ¢ 

Mr. SuHauuit. The tertiary gravels are composed of gravel and sand 
and all that is necessary to build a road is to take a dozer and dress 
it down and take a road grader and scrape the top. 

Senator Brsie. No oil surface / 

Mr. SHauuir. No oil surface. It is an ordinary gravel road built on 
the surface with adequate provisions for drainage. 

Senator Biste. What is the nature of the road from the end of 
the Usibelli property to the Cripple Creek property ¢ 

Mr. Suauurr. That is an entirely different road. Cripple Creek is 
not allowed to use the Usibelli road. ‘That is their private road. 

Senator Brste. Which road do you use / 

Mr. SuHauuir. We use the road that is shown in light green to a load- 
ing point on the spur about three-quarters of a mile downstream from 
Suntrana. We cross the Healy River at this point. Incidentally, the 
dark blue is the main bed of the stream, but the stream is subject to 
flash floods as shown in light blue over a considerable area. Back of 
Suntrana we have to cross a canyon area with another bridge that 
is where the river is confined toa canyon. Here it goes like a mill race. 
It is very difficult to maintain a road on the side of it. 

We skirt on the very edge in the only place possible, and around the 
edge here. The road from this point and from this point down to 
here, and from this point to our loading site is washed out every time 
high waters come up. 

In this particular area the Healy River is in pretty much of a can- 
yon, and the stream is confined to a narrow channel, and it is possible 
for us to bring our road up on the side, and hold it at that particular 
point, 

Senator Gotpwarrr. How big a stream is the Healy Creek? How 
many cubic second-feet average, do you know / 

Mr. Swauurr. It varies so much I would say it would vary from 
probably 40,000 to 150,000 gallons per minute. 

Senator GoLtpwater. Is it that big a river / 

Mr. Suarur. Yes, sir. Just to give you an idea, it runs on a grade 
of approximately 1% percent. Here it is 100 feet across. I would 
say it would average in the deepest ee 3 or 4 feet deep. 

Senator GoLtpwater. You cal] that a creek in Alaska / 

Mr. Suarurr. Yes, sir. 

Senator Gotpwater. That would be a river in Arizona. 

Mr. Suauurr. We have some little low hills that are six or seven 
thousand feet high that people here call mountains. I would like te 
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point out that as soon as you get away from the narrow confines of 
the valley, the stream does stretch out. From this point up here 
through this point up here, the Cripple Creek road is built in the flood 
plain of the river. It is impossible to maintain it during flood seasons. 
Any time after the middle of May—we have trucked up to the 11th of 
May before our roads went out—one is liable to have a flash flood every 
week. Normally you stop having these flash floods about the first 
of September, but last year we were a little unlucky. We had one on 
the 17th of September after our roads had been completely rebuilt, 
and one again on the 30th of September. That, however, is unusual. 

Actually in this place our road is probably 50 or 60 feet from the 
Usibelli road. Here it is 100 to 150 feet away from it. Most places 
it is very close and parallels it all the way. This is our road and this 
isthe Usibelli road. It isalmost like a train track running down there. 
But because the Usibelli road is built on the edge of the bench, and 
because we have not been allowed to get in back of it in any way, since 
we would have to keep crossing his road in order to do so, we have been 
foreed to put our road in the stream bed. 

Senator Brsie. What is the nature of your road? How wide is it? 

Mr. Suauuir. My road is also about 25 feet wide. We rebuild it 
every year as necessary with cats and cans. 

Senator Bree. Is there any particular reason why you cannot use 
the Usibelli road ? 

Mr. Suauurr. Yes, sir. 

Senator Breie. They will not permit you to do it ? 

Mr. Suarurr. That is correct. Things were rather rough in the 
valley when I first started in mining, Senator. 

Senator Bratz. How do you get through their property, by virtue 
of their giving you a right-of-way ? 

Mr. Suauuir. By virtue of being allowed to use the right-of-way 
which the Bureau of Land Management has seen fit to grant us in the 
stream of the river only. 

Senator Gotpwater. Have you ever discussed with them the possi- 
bility of the joint use of the road so that you could reduce costs? 

Mr. Suauuir. Yes, sir; we have discussed that very often. We 
have never been able to arrive at any satisfactory conclusion. The 
nearest I ever arrived at was an offer which he made me which would 
have cost me 50 cents a ton for every ton of coal I put out. We have 
not been able to get together because this whole thing is very com- 
petitive. If Cripple Creek can deliver coal 12 months a year, we will 
constitute considerable competition to any other mines in the field. 
Whereas, if we are kept from hauling our coal 5 or 6 months of the 
year, then all of the contracts that we can bid on are only those in 
which we are allowed to schedule deliveries in the winter months 
which we are allowed to schedule deliveries in the winter months only. 

This has not been too serious a problem up to now because the mili- 
tary have been kind enough to allow us to deliver during winter 
months only. However, because I can’t deliver during the summer 
months, I am precluded from bidding on any other domestic con- 
tracts to the U. S. Smelting, city of Fairbanks, or furnishing coal 
to any other sources. 

I have tried at times to bid on such coal with the expectation of 
purchasing coal from my competitors during the summertime, or 
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letting them bid on the summer quantity as required, and I would 
bid on the winter. However, under those conditions, the price given 
by these other people for the coal during the summer was so high 
that when it averaged with the lower price I gave during the winter, 
it still didn’t come out. So I have never been able to enter a bid 
under those conditions. 

The military, starting in 1957, I have been informed, are going to 
require deliveries on a 12 months’ basis. That puts Cripple Creek 
in a very precarious position. In discussing the matter with the 
Fuel Supply Office, they said that they considered it very carefully, 
but that they thought probably I could buy coal from my competitors, 
or possibly I could stockpile the coal in the wintertime for use dur- 
ing the summer. It would be very nice if I could buy coal from my 
competitors during the summertime at such a price that would allow 
me to bid in competition with them in the wintertime. It also would 
be very nice if I could afford to stockpile approximately 125,000 
tons which would be required under the present bids that we have 
just submitted yesterday for the 1958 delivery. 

In order for you to visualize what 125,000 tons of coal are, I would 
like to point out that at 40 cubic feet to the ton, and assuming we 
would only stockpile to a height of 10 feet, because beyond that the 
coal is subject to spontaneous combustion, and we would have to 
tamp it down so that the cost would be prohibitive. <A stockpile 
that size would be 10 feet high, 100 feet wide, and a mile long. ‘That 
is an awful lot of coal to put in one pile at a cost of half a million 
dollars, subject to spontaneous combustion, and the additional cost 
of stockpiling and rehandling would be passed on to the consumer, 
and would make it impossible to compete with any other outfit. 

I have digressed fron. my prepared statement. I had better skip 
over it as rapidly as possible. 

Senator Bristz. I am not clear how you hold this right-of-way 
through Usibelli. 

Mr. Suauuit. All of the lessees here in Alaska are on Federal coal 
lands. The Federal Government reserves the right of a road or 
right-of-way over, through, or on any of the leases. Therefore, with 
proper showing, U sibelli should be forced to give me a right-of-way. 
1 have the right- of-way now, but it is right in the streambed which 
is the only one I have and has taken us 3 years to get it. We have 
hauled over that road. They probably felt that we could not stay 
alive doing that, because it was too rugged a job. 

Now we have come to a place where in order to produce the ton- 
nages we are capable of and in order to produce for the markets 
requiring 12 months a year delivery, we have to have a right-of-way 
that is out of the stream. I believe if I may be allowed to read my 
prepared testimony, I can show the attempts that we have made to 
do that. 

Senator Brste. You may resume from that point. 

Mr. Suauuit. Because I have taken so much time in this introdue- 
tion, I think it probably would be advisable for me to just skip over 
the highlights, because otherwise it would take me an hour to read 
what I have here. 

Senator Briere. Just hit the highlights, please. It is understood 
that your entire statement will be inserted into the record as if it was 
read in full. 
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(Comoirree Nore.— In accordance with the acting chairman’s direc- 
tive, the full text of Mr. Shallit’s prepared statement appears at the 
conclusion of his oral presentation.) 

Mr. Suauuir. Yes, sir. I would like to comment now on the fact 
that the Department of the Interior or others may raise specious 
issues clouding the real one, and the principal issue before the com- 
mittee is why “the Secretary of Interior refused to authorize Alask: 
Railroad to construct a railroad spur from the present rail’s end at 
Suntrana to Cripple Creek property in the face of the finding of its 
experts who stated that the extension of the railroad would result in 
a savings of from 200 to 300 thousand dollars annually to the military 
and the civilian consumers of coal in the Fairbanks area of Alaska. 
Also that the extension of the railroad would facilitate and promote 
the development of the coal resources in the Healy River Valley, and 
provide railroad access to the Government coal resources to meet the 
military installations in Alaska now and in the future. 

Also, that the extension of the railroad would mean a substantial 
saving to the Government in the price of coal which should amortize 
the cost of construction within 3 or 4 years. 

Senator Brete. Who made those findings? 

Mr. Swauuit. The various experts of the Department of Interior 
some of which are on your list of witnesses, and I assume will testify 
as to their findings. 

Senator Brsie. When were those findings made? 

Mr. SHauuir. The findings were made all the way from 1950 up to 
December of this last year. 

Senator Bratz. Very well. 

‘ Mr. Suauuir. As a corollary to the findings of the Interior Depart- 
ment, the extension of the railroad would also promote competition 
which was not particularly brought out by any of the expert witnesses. 
That of course would benefit the military and civilian consumers by 
making coal available at a cheaper price. 

Almost 6 years now have elapsed since a coal prospecting permit 
was issued to me by the Department. 

Senator Binir. Were you in that area before? 

Mr. Suauuir. [have lived in Alaska for 25 years. 

Senator Biste. You have been in the area before. 

Mr. Suarurr. Yes,sir. I was first in the area about 193 

Senator Biste. You have been in Cripple Creek pursuant to this 
coal prospecting permit since 1950 ? 

Mr. Suauuir. Yes, sir. 

At the time that the permit was first issued to me, I wrote to Mr. 
Ghiglione—actually 1 probably wrote to the Commissioner of Roads 
at that time, I don’t remember whether he was Ghiglione at that time— 
and Mr. Ghiglione, the chief engineer, I believe, at that time, answered 
to the effect that- 
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The desirability of such a road is recognized. However, the Alaska Road Com- 
mission is not at present in a position to undertake this work since it has not 
been our policy to construct roads into undeveloped mining prospects. 

All of the letters I quote here are also included in the petition in 
full, so if I merely quote a certain part of the letter, the entire letter 
is there for reference. 
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An important thing he says later on in the letter is: 

Should the actual development and production be instigated on the proj 
it is very probable that some cooperative assistance could be worked out where! 
the road could be constructed with a portion of the expense shared by ye 


offered in vour letter. 
Senator Biste. What type of offer of sharing expenses did you make 
in the letter / 
Mr. Suauuir. I think it was probably very general. It has been 
the custom in Alaska for the Road Commission to build roads into 
mining and farm areas, and the person being benefited tries to help 


as much as he can. There is nothing very definite about it. You « 
all you can to help and the Road Commission does all it can to help 


you, This offer was very rough. 

Later on I made a specific offer, but that was in 1953, 

In 1950, 1 obtained my first contract with the Government to supply 
50,000 tons of coal to the military. ‘Then, since the property was in 
operation and relying on this letter, I again wrote to Mr, Ghiglione. 
That was on December 20, 1950, when I was hauling coal in fulfillment 
of my contract, and Mr. Ghiglione wrote as follows: 


The need for access to your coal properties is recognized and the Alaska Road 
Commission is interested in seeing that such access is provided 

Mr. Saarela, territorial mining engineer, has been contacted concerning the 
area served by your present road and the various mines and developments that 
would also be served if the road were improved as you have recommended 
Mr. Saarela is of the opinion that the district merits development and he has 
taken the initiative by writing to the Alaska Railroad in order to ascertain 
whether an extension of the present railroad spur could not be undertaken 
It appears that an extension of the railroad would be much more desirable 
than the road improvement, since the railroad service would eliminate your 
shortbaul trucking and rehandling of the coal. 

If it transpires that the Alaska Railroad will not undertake extension of 
their line, Alaska Road Commission will program the road improvement, pro 
viding the anticipated farm and industrial road funds are appropriated by 
Congress. 

So several months later, on April 3, the Commissioner of roads for 
Alaska, John R. Noyes, wrote to the Director of the Office of Terri- 
tories of the department of interior, pointing out the desirability of 
extending the railroad to Cripple Creek. 

Skipping over his letter again, just the high spots, 


The development of the coal resources of the region on any adequate scale 
is dependent upon railroad transportation. For this reason the matter wus 
referred to the Alaska Railroad through the Alaska Field Committee. A copy 
of a letter recently received from Col. J. P. Johnson, general manager of 
the Alaska Railroad, to Mr. A. Ben Shallit of the Cripple Creek Coal Co., indi 
cates that funds are not available for this new railroad construction. 

Road funds are not available either; but in view of the fact that the project 
Was first proposed as a road project, it is desired to urge that the Alaska Rail 
road provide whatever facilities are required in the Healy River Valley rather 
than to attempt an unsatisfactory, half-way solution by means of a road. It 
is my opinion, concurred in by the Territorial Commissioner of Mines, that this 
area is definitely worthy of development at this time. Unless directed by the 
Office of Territories, we will leave this matter entirely to the Alaska Railroad 
At the same time I wish to emphasize that I think the project is a worthy one 
for railroad development. 


In May of 1951—I am following along in chronological order 
Mr. Ghiglione advised that it would not be possible to undertake any 
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road construction to provide access to the Cripple Creek Coal Co., 
lease, and the reason given was— 

* * * This decision has been made necessary since the Interior Department 
considers that the development should be accomplished by the Alaska Railroad 
and that no highway funds can therefore be involved. 

Four years have now gone by since I received those letters, and 
since the Interior Department decided that access was needed, and 
such access should be provided by an extension of the Alaska Rail- 
road. 

During all this time Cripple Creek Coal Co. has struggled along 
on the makeshift roads we have under the assumption that the find- 
ings and recommendations of these people in the Interior Depart- 
ment would be acted upon by the Secretary. In June of 1952, the 
Navy was short on coal and they wired to us, asking how much coal 
we could put out. I won’t read the wire. I answered to the effect 
that I could put out 10,000 tons each month beginning in October, 
and continuing in the spring of 1953, as long as the roads were usable. 
The uncertain road conditions before October 1 precluded delivery 
during July, August, and September. Thus it is evident that the 
Cripple Creek Coal Co. was unable to deliver coal during that par- 
ticular time. 

On April 30, 1953, a meeting of the Coal Subcommittee of the Alaska 
Field Committee of the Interior Department attended by 12 of their 
top officials, including the military, the people from the railroad, the 
people from the Alaska Road Commission, the Bureau of Land Man- 
agement, and the Geological Survey, and the Land Office, were all 
present, and J am going to hit the high spots on that. 

All through that meeting which was rather long, the necessity for 
access to Cripple Creek, preferably by a railroad, was emphasized. 
Mr. Hinman, who was then assistant to the manager, was asked if the 
construction of the road had ever been on the railroad budget, and 
Mr. Hinman said it had been on their 6-year program for several 
years. 

Incidentally, prior to that time I had discussed the railroad with 
Col. Johnson, who was then the manager, and Mr. Sharod, the chief 
engineer, and both had said they had constantly thought about that 
road, especially in so far as it was originally suggested | by Mr. Frank 
Manley back in 1924. Mr. Sharod pulled a bunch of papers out of his 
desk and he said “We have a lot of information on this. As a matter 
of fact, this is one of the roads which if we owned the railroad we 
would put up ourselves.” That was the attitude that the chief en- 
gineer had at that time. 

Incidentally, they were very disturbed about getting this railroad 
built, because at that time they felt that coal was very essential. The 
military situation in the Far East was very bad. The military wanted 
to get a very large stockpile of coal at that thime. They did so, but 
with the military situation the way it is at present, they are now reduc- 
ing their stockpile from possibly a year or a year and a half to a 90- 
day stockpile. 

At that time they wanted the railroad to be completed by October 
1, 1953. This was April 30. That is a rather short time, but it is en- 
tirely realistic, for at one time when I was trying other methods of 
getting our spur up there, I contacted a large construction company in 
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Alaska, who told me that with the equipment they had available in 
Alaska, at that time, they would put the entire spur from Suntrana 
through to the Roth property in 2 months. 

Senator GoLpwarer. How much money ? 

Mr. Suauuir. At that time the amount was not discussed. Actually 
this company was willing to do it provided that I would give them the 
biggest chunk of C ripple Creek. Also in discussing this matter, I am 
not sure whether it was Mr. Sharod who was chief engineer at that 
time, or possibly Pat Cook, who is now the chief engineer. I asked him 
how long it would take to put up the railroad in accordance with the 
survey which the railroad had already prepared, and he said he thought 
they could get it through in about 4 months. 

That is probably a tight schedule. I have gone over all of the data 
which was prepared by the Alaska Railroad and which was so kindly 
made available to me at one time, and in my opinion as an engineer, 
the railroad could be constructed at least with the amount of funds 
set up. 

All theses maps that you see here which I have colored in order to 
make them more easily read were supplied to the Healy River Spur, 
Inc., which was a private nonprofit corporation that I formed after 
I came down here last January with the idea that because, as you will 
see later on, there was this continued recommendation of these vari- 
ous experts in the Department to build the railroad, I thought surely 
we would get a railroad through this last year, and I came dow n here 
in order to kind of push the boys along a little bit, and help them carry 
the papers from place to place. 

When it became evident that they were not going to ask for an ap- 
propriation this year, 1 suggested that possibly if I could obtain a 
contract to supply 500,000 tons of coal over the next 3 years—a sure 
contract—at a certain price which at that time was a dollar more than 
the prevailing price, I would be able to finance the construction of the 
railroad myself, although it was at first greeted with some enthusiasm, 
it was later turned down, because the military felt that their require- 
ments during the next 3 years would be so low that if they entered 
into a contract of that type with me, then I would be supplying all of 
the coal and it would be unfair. 

Actually as a result of this discouragement, the people in the In- 
terior Department who are interested in this railroad, including peo- 
ple in the railroad, and people in the Defense Department, sat around 
and batted around the possibilities and came up with a brilliant brain 
child of forming a private nonprofit corporation for the purpose of 
borrowing money from Defense Transport Administration in order to 
build this spur, and then charge the users of the spur a certain 
amount which would be not more—actually we set it up a little less 
than the actual savings they would effect, and then take the money 
we would obtain from the use of this spur "and use it to pay back the 
money we had borrowed from the Government. When the money was 
all paid back, we would turn the spur over lock, stock, and barrel to 
the Alaska Railroad, and they would continue to operate it as a part of 
their own road. 

It was actually a sort of quasi-Government deal. I am the one that 
formed the corporation because a private individual had to do it. I 
paid all of the costs incurred in the incorporation of the corporation 
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and other attendant costs. But the board of directors was to consist 
at that time of the 5 representatives from the 3 mines in the Healy 
River Valley, and a representative from the Bureau of Mines, a rep- 
resentative from the Geological Survey . from the Bureau of Land 
Management, and 1 from the Governor’s office—the Governor was 
quite interested in this—and 4 or 5 from the Alaska Railroad. 

The reason for putting in more directors from the Alaska Rail- 
road was that we felt that the Alaska Railroad should actually con- 
trol this situation. We got along pretty good in that meeting until 
our final meeting with OPA, RFC, and the Defense Department and 
everybody else. There were 17 people who met in Secretary Tudor’s 
office 

Senator Bratz. When was this / 

Mr. Suannir. This was about May of last year, I would guess. 

Senator Binte. May 1954? 

Mr. Snauurr. Yes. 

Senator Binir. Give us the end result of that. 

Mr. Suauerr. The end result was that the people in the OPA— 

Mr. Barasn. Not OPA. Office of Defense Mobilization. 

Mr. Suauurr. Office of Defense Mobilization and RFC felt that 
what we were doing might be interpreted as an attempt to circum- 
vent the normal channels of appropriation, and therefore they did not 
want to do anything in conflict with those people. 

Senator Bist. In short, then, in attempting to work out this meth- 
od of financing, the deal fell through in May 1954. 

Mr. Suauuir. Let us say that the falling through of it was greatly 
stimulated by some letters which are in your record now in the pres- 
entation made by the Usibelli Coal C orp. to the Office of Defense 
Mobilization and RFC protesting that. That helped it to fall through. 

Senator Breve. After that fell through in May 1954, what did you 
do? 

Mr. Suaruir. We canceled the Healy River Spur Corp. and started 
looking for other means of constructing the railroad. 

I discussed the matter with the people in the Department of In- 
terior, particularly Mr. Strand, asking that they consider a direct ap- 
propriation, either for a railroad or for an all-weather road. Mr. 
Strand seemed quite receptive to it at that time, but for some reason 
or another all of a sudden this whole thiag got a very cold shoulder 
from not only Mr. Strand, but people in the railroad, and apparently 
the whole Division of Territories, turned a cold shoulder on what at 
one time they seemed to be very receptive. 

Some of the reasons are brought out possibly in the answer to the 
petition made by the Department of Interior. However, I have been 
digressing, and I would like, if you don’t mind, in order to expedite 
this hearing, to now read the conclusions of the meeting of this Coal 
Board in Alaska, which was the Department of Interior Subcommittee 
on Coal. Their own people unanimously passed—— 

Senator Breir. This was back in 1953 ? 

Mr. Suatuir. Yes, sir. 1 am trying to follow through. 

Senator Brsie. I thought you were up to 1954. 

Mr. Suaturr. We got off the track here on the construction of the 
road and how long it would take to do it. 

Senator Bmvr. Just quickly give us the conclusions. 
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Mr. SwHauurr. The conclusions were- 

That steps should be taken at once to finance the construction of an extension 
of the railroad from the Healy River mine to the Cripple Creek and Roth prop- 
erties. This spur to be completed or partially so before October 1, 1953 

That the extension of the Healy River spur to the Roth property is vital to 
the security of military installations this coming fiscal year of 1954, and in the 
future, and to the development and prosperity of the coal industry as a whole in 
Alaska. 

That the extension of the Healy River spur to the Roth property would 
mean a Substantial savings to the Government in the price of coal and this sav 
ings to the Government should amortize the cost of construction within 8 or 4 
years. 

Senator Gotpwater. Do you know the estimated cost of construc- 
tion ¢ 

Mr. Suauuit. Yes, sir; I have that figure from the estimates of the 
Alaska Railroad. 

Senator Gotpwater. That is it? 

Mr. Suauurr. Actually it is around $512,000, as I remember, from 
Suntrana to the Usibelli Erops rty; about $304,000 from the Healy 
property on up to Cripple Creek 

The cost of a bridge across C ‘ripple Creek would vary. This is an 
awfully rough estimate that does not mean much. $75,000, according 
to the railroad, if they could put a pile-driven wooden trestle across 
which, in my opinion, they could do, and up to $500,000 if they wanted 
to put up a permanent steel evae ates and another $136,000 if the 'V 
decide to extend the road all the way to the Roth property. In other 
words from Suntrana to Cripple C1 reek it would be something a little 
less than $1 million, $800,000 if the smaller bridge could be put in, and 
$1,400,000 if a permanent bridge was put in. 

The other conclusion was, “That shipment of coal by rail trans- 
portatio n is the only logical solution to the presently existing critical 
situation.’ 

It was in view of this sort of expert advice that I have been trying to 
get this railroad through and the reason we have not tried to break 
our neck or knock ourselves out of business entirely in fighting Usibell 
im trying to obtain the use of his road 

Senator Gotpwater. Have either you or the other companies looked 
into the feasibility of conveyor belts to carry this down to Healy ? 

Mr. SHA.uIT. Yes, sir; a conveyor belt could be built but the cost 
would be much more expensive than a road for the tonnages that 
would have to be hauled. You are still going to have to put it on a 
railroad. There would be no savings to the consumer if we had to have 
an expensive conveyor belt all the way through there. That is used 
only in extremely rough country by mines. ‘The only advantage it 
would have is that the coal would be passing overhead as Usibelli’s 
camp instead of passing on the ground. A conveyor belt is good it 
you have large tonnages so that it can be amortized. In the mines in 
the States they have rather long conveyor belts but they are putting out 
millions of tons a year. Here we are fooling around with a few hun- 
dred thousand tons only. 

Just continuing here, and I will try to go faster as I seem to bog 
down: The Secretary of the Interior felt that the coal situation was so 
serious that he appointed a special committee headed by Charles W. 
Connor, to conduct an investigation on the ground in Alaska, ind 
submit to the Secretary his findings. Mr. Connor is no longer with 
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the Government. Mr. Plein, however, is still with Defetse Solids 
Fuels, and possibly it might be a good idea to have him testify. I 
would like to refer to Senator Jackson’s letter in which he quotes 
something from the Connor report, which incidentally has not been 
made public, but in part and very briefly the Connor report states that 
prompt construction of the spur is urgent. Prompt construction of the 
spur beginning no later than the summer of 1954 is of salient import- 
ance. 

Later on the responsibility for constructing the spur would appear 
to rest on the Alaska Railroad as the Department of Interior agency 
charged with providing the rail transportation facilities needed to 
further develop the Territory. A corresponding responsibility to 
assist in financing the spur also rests with the military agents who will 
be the principal beneficiaries of the project. Not only will the military 
agencies stand to profit directly from the reduced coal costs, but the 
construction of the spur is yearly of major significance in the defense 
mission in Alaska. 

Continuing on now—and Mr. Plein is available and can probably 
testify as to his own on-the-ground findings—on April 29, 1953, Act- 
ing General Manager of the railroad, Mr. John Manley, who has prob- 
ably been with the railroad as long as anybody, and as Acting Man- 
ager is the one who is responsible for a great deal of the success of 
the railroad—I am terr ibly sorry this is getting so extended, but what 
I would like to do is show in chronological order from 1950—— 

Senator Braise. Just proceed in your own way. 

Mr, Swarr. Thank you. Mr. Manley, who was then Acting Man- 
ager of the railroad, and familiar with the whole problem from several 
administrations, filed a right-of-way with the Bureau of Land Man- 
agement, which is shown on these various prints that are over here. 
Ine identally, in filing the right-of-way, that is tantamount to accept- 
ance, because the railroad by filing the right of way obtains the right- 
of-way. I am going to skip over ‘most of. this, but the last paragraph 
I think is worth reading, and it says: 


You will note in our letter of June 23, 1952, that the railroad contemplates the 
extension of this line in order that the Usibelli Coal Co., the Cripple Creek 
Mining Co., and any future producers, may have access to the Alaska Railroad, 
thereby reducing the costs of operation which in turn are passed to the Govern- 
ment in reduction of bid prices for the furnishing of coal, as well as to private 
industry. It is estimated that the construction of this line will result in the 
reduction of coal costs to the Territory of $200,000 annually. 


Skipping on down again, in Mr. Kalbaugh’s letter to Mr. Strand, 
who was Director of the Office of Territories, March 3, 1954: 

The line between Suntrana Mine and Usibelli Mine has been located and staked. 
The remaining portion of the extension, M. P. 6.6 to the Roth Coal Reserve 
(Coal Creek), is based on a reconnaissance survey, and this line has not been 
staked. It is estimated that it would require approximately 2 months time with 
a single survey party to complete the reconnaissance survey and complete location. 

Mr. Kalbaugh estimated the cost of constructing the entire spur at 
$1,028,251.50. The figures I gave I won’t repeat because it is approx- 
imately that, and $1,450, 000 if a steel bridge was found necessary. 
Then with all this, with the experts on the committee, with the peo- 
ple on the railroad, the people in the Road Commission, the Office of 
Territories, and everybody suggesting that a railroad should be there, 
with Mr. Manley obtaining the right-of-way on October 11, 1954, Mr. 
Kalbaugh 
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Senator Breie. Did he obtain a right-of-way or file it / 

Mr. Suatuir. He filed it, but that is tantamount to obtaining it. 

Senator Bisre. It is your interpretation that when you file, that au 
tomatically gives you the right-of-way ¢ 

Mr. Barasn. It is automatically operative. 

Senator Biste. We have the very able Mr. Bennett here. Is that 
a correct statement ¢ 

Mr. Bennetr. I am not familiar with that. 

Senator Biste. We can check that. 

Mr. Suauuir. Mr. Kalbaugh on October 11, 1954, despite the fact 
that he was extremely cooperative in the formation of the Healy River 
Spur, Inc., that he seemed enthusiastic if there was some way of get- 
ting this railroad built, especially if he didn’t have to dig in Govern- 
ment funds, wrote a letter on October 11, requesting that the right-of- 
way which had been filed by Mr. Manley be withdrawn. 

Senator Biste. This is October 11, 1954? 

Mr. Suauurr. That is correct. He said that initially this request 
for withdrawal of the proposed right-of-way was occasioned by the 
possibility of the extension of the branch line being essential to the 
national defense. Since he arrived in Washington he was advised it 
was not essential. 

That is the crux of the matter. I think it is well to call attention 
to the fact that there was nothing in Mr. Manley’s letter, there was 
very little in the advice of these experts that said that a railroad 
should be built because it was essential to national defense. 

I submit that it is of interest to the national defense as well as of 
interest to the development of the Territory asa whole. Mr. Manley’s 
own letter in which he didn’t say that it was essential to national de- 
fense, said that it would reduce the cost of operations which would 
in turn be passed on to the Government. There would be a saving 
to the Territory of $200,000 annually. ‘These reasons speak for them- 
selves. 

Senator Breie. Has anyone developed how you arrive at a saving 
of $200,000 annually ? 

Mr. Suauurr. Possibly Mr. Manley when he is here will care to 
testify. 

Senator Brste. That is not developed in any of the testimony except 
the conclusions. 

Mr. Suatuir. No, sir, that is his letter. 

Senator Brste. That is the conclusion but it does not say how he 
arrived at it. 

Mr. Suauuitr. That is right. 

Senator Brate. Proceed. 

Mr. Suauurr. There are some rather specious arguments that are 
probably advanced right now that the military no longer require large 
amounts of coal. 

Senator Bratz. We will let them tell their own story. 

Mr. Satur. Yes, sir. However, the consumption is still over 
400,000 and possibly 450,000 tons at the military bases. The domestic 
consumption is over 150,000 tons, all at the north end of the range. 
In the south end of the range there is probably another 300,000 to 
350,000 tons consumed. With the building of this railroad, we would 
possibly be able—I believe we would be able—to compete with the 
coals also furnished by the south. 
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I am going to skip over a great deal of this because it is in the 
record here and you possibly will care to read it yourself, but the 
total tonnage for which bids were invited to be submitted yesterday 
to the military was 828,300 tons over a 3-year period. 

Senator Bisie. Is that 828,000 tons annually for each of the 3 years 

Mr. Suauuir, No, sir. that is for the total of 3 years. They are 
only consuming 400,000 to 450,000 tons each year. But they are re- 
ducing the stockpiles by taking the coal from the stockpiles and burn- 
ing it, and only buying the coal they figure they actually need. 

Senator Bisie. That isa 3-year total figure ¢ 

Mr. Suauuir. Yes, sir, that is a 3-year total of purchase only. De- 
spite the fact that the Cripple Creek Coal Co, does not have at the 
present time year-around access to the railroad, nevertheless, I have 
submitted bids covering the entire tonnage needed by the military. 
I have had to do this to stay in business. If I lose the military con- 
tracts, then there are no other contracts that I can get. Asa result, 
regardless of what it costs me, ] am going to have to make some ar- 
1rangements to get coal out. I am between the devil and the deep blue 
sea, and I have to figure out some way to do it, which I will do. I 
fee] reasonably certain that either a railroad or all-weather road or 
some method is going to be found or I will have to find some way of 
cutting my costs down so I will have to put out coal 12 months a year 
or there will not be any Cripple Creek in business. 

In my bids to furnish this 828,300 tons of coal, I hope my bid is 
the low bid, it has been cut down as low as I figure I could do and 
still stay alive—I have solemnly agreed and made it a part of the 
contract that I would reduce my bid prices by $1 a ton for the entire 
$00,000 tons of coal provided that the spur was built to the mouth of 
Cripple Creek. There is time to build that spur in accordance with 
the information I have been given. However, if the spur is not con- 
structed, when deliveries are to start 

Senator Biste. Did you incorporate that in your bid? 

Mr. Suauuir. Yes, sir, that is part of my formal bid. 

Senator Breie. Go ahead. 

Mr. SuHauuirr. I had to take desperate measures. I have also 
agreed that if the spur is built at any time when these deliveries are 
to be made, I will reduce the price of my coal by $1 a ton for every 
ton of coal I can deliver over that spur. In that manner I think that 
we will definitely reduce the price of coal because that means I have 
also had to bid my coal prices as low as I could. In that manner, 
if the railroad is built in that time, and the coal is shipped over it, 
there is a possible saving to the military of $828,300, which will come 
very close to paying for construction of the spur within that 3-year 
period. { 

Senator Biste. I understand the point that you are making. 

Mr. Suauuitr. I would like to return to the chronology of events. 
We kept writing letters. Mr. Barash is pointing out the part I ought 
to emphasize, that in 1954 on three separate occasions our roads were 
destroyed by flash floods and required constant rebuilding. The actual 
cost of rebuilding those roads the three times—we had to build them 
under emergency conditions, because we were faced with the necessity 
of making deliveries in a hurry, we pulled all the equipment we had 








oor 


nein alten RC td a 


Nae rr | a Lia, 


Sa cr So cette « 


Fe ee 


ALASKA COAL LANDS 29 


on the job, we worked on 3-shift basis—by the time we got through 
rebuilding that road 3 times, it cost me $42,000. ] i put out 45,000 tons 
of coal during that year, so it cost me almost a dollar a ton for the 
rebuilding. That shows what can hi appen, 

I wrote to Mr. Ghiglione again asking that if they could not get a 
railroad through, and if they could not get money for an all-weather 
road, at least get a right-of-way on ground that would not be in the 
Healy River itself, so that I could build a road where I could haul. 
und the road would not be washed out all the time. 

Senator Binte. What did he answer you ¢ 

Mr. SHALLIT. I will read parts of his answer. He answered on 
October 29, 1954: 

As you know, the Department has decided that proper access to the Healy 
River coalfields may best be provided by the railroad spur extension. As a 
result of this decision, the railroad has proceeded to obtain the necessary right- 
of-way and has filed necessary maps and instruments with the Bureau of Land 
Management for this purpose. 

When the decision was finally made to encourage railroad access to the 
Healy River coal properties, the Alaska Road Commission was precluded from 
sponsoring further road projects for this purpose. Ags you will recall, a sub- 
sequent attempt was made to obtain funds for construction along the Alaska 
Railroad right-of-way in an effort to provide temporary relief for your problem. 
This attempt met with failure, again because the project was considered one 
for the Alaska Railroad and therefore any request for funds to implement the 
project should be initiated by that agency. 

Since this was a temporary thing, therefore the project was con 
sidered one for the Alaska Railroad, and any request for funds to 
implement the project should be initiated by that agency. He adds: 

I can only suggest that you contact the Alaska Railroad in an effort to expedite 
their development of the railroad spur further up the Healy River, 

So I did. I wrote again to Mr. Ghi ego first because I had not 
gotten any place and I wondered whether or not that was an official 
finding. 

Senator Brats. Tell us what you did. 

Mr. Suaiuir. Anyway, | asked if he had been oflici: lly advised that 
the Alaska Railroad alone was to be responsible and could I have a 
copy of that directive so we may act. Mr. Ghiglione answered: 

The situation along Healy River, insofar as;access by railroad in preference 
to highway has been determined as policy by the Interior Department, has not 
been resolved in the form of a directive to the Alaska Road Commission. How- 
ever, since all requests for funds must be processed through the Interior Depart- 
ment before reaching the Bureau of the Budget and Congress, it is obvious that 
the policies of the Department must be adhered to. 

It is rather strange here Mr. Ghiglione was not aware at that time, 
that Mr. Kalbaugh ‘had withdrawn his right-of-way. Anyhow, there 
is a continuous exchange of correspondence all the way through. 1 
don’t think it is fair to “burden the committee with it. It is all in the 
same vein. I continually write to the Department, and they come 
back continually and say it is departmental policy to build the rail- 
road, and it is essential in the well- being of the Territory as well as in 
the interest of the militar y. 

Senator Brstx. What is the last expression that you have from the 
Interior Department on that subject ¢ 
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Mr. Swaturr. Let me see if I can find that here. The last corre- 
spondence was from Mr. Ghiglione on December 21, 1954, in which in 
part he states: 

I am surprised at Mr. Kalbaugh’s statement regarding the appropriation of 
funds for this project since all previous— 

Mr. Kalbaugh’s statement, I might state, is to the effect that the 

railroad would not be ec onomically justified and therefore we ought 
to get a road through there— 
departmental policy has been in support of extension of the railroad spur in 
preference to the highway and obviously no funds will be appropriated by Con- 
gress without the support of the Interior Department. 

Again I am going to skip a great deal of this. I think it is perti- 
nent at this point, however, to show that there has been a great deal of 
objection from Usibelli to the building of any of our roads or rights- 
of-way. On page 16 of this presenti ition, I am re iding from a Bur- 
eau of Land Management decision in which they state that the Usibelli 
Coal Co. claims that the proposed right-of-way would interfere with 
its operation, especially in furnishing an adequate water supply. 

The report negatives this claim. 

The report also shows a rifle range has been set up with gun pits 
on one side of the proposed Shallit right-of-way and the targets on 
the other side. 

Both field reports recommend that a right-of-way be granted and one of them 
even suggests that it would be preferable to move the road, the subject of the 
application, out of the riverbed and onto the adjacent high land. However, 
it seems probable that a substantial part of the right-of-way wiil only be re- 
quired temporarily. It is understood that the Alaska Railroad is now surveying 
a route for the extension of its line, now terminated at the Healy River Coal 
Co.’s mine, to a point at or near the Shallit lease, which will obviate the need 
for most of the rights-of-way. 

Senator Biste. That is a decision of the Bureau of Land Manage- 
ment dating back to December 10, 1952 ¢ 

Mr. Suaruir.- That is correct. 

Senator Breie. Let us bring it as close to date as you can. 

Mr. Suauutr. I will try to bring it a little closer to date. There 
is one other thing I think I should point out. Rather than try to find 
it in this discussion, it is in the written form—possibly Mr. Ghiglione 
would care to testify on that. At one time when it looked like a rail- 
road would not come through but possibly we would be able to get a 
road built, I offered the Alaska Road Commission the entire facilities 
of my camp. I offered to board and feed his men free of charge. I 
offered to provide free of charge the gasoline and the oil and the fuels 
and the power necessary to build the road. 

In other words, what the road commission would do would be to 
bring in their equipment and their men and I would pay for the other 
costs. We had even gotten so far along in those arrangements that 
I had built an extra bunkhouse to house these men. I made a tr ip to 
Anchorage to find out what type of oil the road commission would 
particularly like in their trucks so I would be getting what they would 
want. 

Mr. Ghiglione and the people from the Alaska Railroad and Mr. 
Usibelli met on the ground and went over the proposed road, but Mr. 
I’sibelli objected so violently to the use of any parts of his road, 
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objected to the road going through his camp, threatened them wit! 
legal action if the road was built, and made such a fuss that he blutfed 
them out, is What it amounts to. However, he did offer $50,000 for 
the construction of the railroad at that time, which he felt was im 
portant. However, I believe he stipul: ated—I do not know whether 
it was a railroad or a road—that if it was built it would have to be 
built on the south side of the river, which is engineeringly not feasi 
able because of the nature of the ground. 

There are only a few more pages, and Mr. Barash suggested I 
actually read it. ‘This is at the bottom of page 18. 

Thus, we find on the basis of the foregoing correspondence, tliat 
Usibelli Coal Mine, Inc., refused to permit the Alaska Road Com- 
mission to construct a highway across its lease, notwithstanding that 
it comprises public lands of the United States, and actually threatened 
to enjoin the Federal Government if the Alaska Road Commission 
attempted to do so. Moreover, we find from Mr. Kalbaugh’s letter 
of March 3, 1954, to Director Strand that Mr. Usibelli has objected 
quite violently from time to time to the railroad line passing through 
what is known as the “G” bed, but that representatives of the Bureau 
of Mines and Geological Survey do not express as much concern about 
the potential of these beds as Mr. Usibelli. 

It is apparent, therefore, that Usibelli Coal Mine, Inc., will resist 
the extension of the railroad or the construction of an all-weather 
highway over its coal lease unless the construction occurs at locations 
satisf: uctory to it, but entirely j ip tical and extrenie ‘ly costly from 
an engineering sté andpoint. 

We hope that the committee will bear in mind that one w ay to post- 
pone indefinitely railroad or highway access to the Cripple Creek 
Coal Co. lease is to insist that the construction be performed in a 
manner neither practical nor economically feasible. Thus far, the 
Interior Department has apparently remained browbeaten by these 
tactics. 

Is progress to be halted—is the development of the coal resources 
of the Healy River Valley above the Usibelli lease to be stopped—is 
a monopoly to be created in the Healy River Valley for the benefit of 
the two existing coal mines having year-round transpor tation—is the 
military and civilian consumer of coal in the Fairbanks area to be 
denied greater competition—all because one ceal operator is defying 
the Government ? 

Cripple Creek Coal Co. has an investment of approximately $500,000 
in its coal lease, which is being jeopardized because of lack of railroad 
access. Suntrana Mining Co., Usibelli Coal Mine, Inc., and Cripple 
Creek Coal Co. all oper rate coal leases issued by the United States and 
all are entitled to just and equal treatment at the hands of the Interior 
Department. Anyone in his right mind knows very well that there 
must be some place on the Usibelli lease on the north side of the Healy 
River where a narrow one-track railroad can cross without doing 
violence to the mining operations of Usibelli Coal Mine, Inc. 

As stated earlier, the military was in dire need of coal in 1952 and 
1953. No one can say when an emergency will threaten again. Is it 
necessary for an atomic bomb to explode before the Departme nt will 
act to extend the railroad? We have shown that even on the basis of 
the tonnage the military expects to purchase in the next 3 years, 
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$28,000 tons, the cost of extending the railroad will be substantially 
amortized as a result of a reduction in price to the military. In my 
own bids submitted to the Navy Fuel Supply Office yesterday, I have 
firmly obligated myself to reduce the bid prices by $1 per ton if the 

railroad is extended to the C ripple Creek Coal Co. lease. This is 
evidence of good faith as well as firm conviction that extension of the 

railroad is vital to the development of the coal resources of the Healy 
River Valley, to the military and civilian consumer of coal in Alaska, 
and to the betterment of the Territor y asa whole. 

Through the courtesy of the staff of the committee, we have had an 
opportunity to read the report of the Department of the Interior sub- 
mitted only yesterday, in response to Senator Jackson’s letter of 
April 13. To say that we are shocked by its contents is putting it 
mildly. 

It is hard for me to beiieve that the Department in putting out a 
letter of that type could possibly have the concurrence of the experts 
in its Department. I am not reading from the statement at this 
time. It is just my own personal opinion. I have worked for the 
Government. I have worked in a professional capacity as a mining 
engineer for them. I have worked with the professional people in 
the Department which one would normally expect, in Government 
vrocedure, to endorse such a letter to the committee as the Secretary 
ics put out. It is almost beyond my belief that that letter has been 
endorsed by these experts. I think it might be interesting, Mr. Chair- 
man, to ask the Secretary who of the. experts in his Department 
actually endorsed it rather than merely acknowledged having read it. 
It just does not make sense to me. 

Senator Bratz. You may proceed. 

Mr. Snauuit. Yes, sir. Please bear in mind, Mr. Chairman, that 
the Suntrana and Usibelli coal mines with year-round railroad access 
supply coal to the domestic market in Alaska, as well as to the military. 
The domestic market at the present time is in excess of 150,000 tons 
annually. On the other hand, Cripple Creek Coal Co. without year- 
round railroad access is in a position to supply only the military, and 
then only if deliveries are permitted during the fall and winter months 
exclusively. As I indicated previously, the military has invited bids 
for fiscal years 1957 and 1958 on a 12-month-delivery schedule. The 
future of C ripple Creek Coal Co. is therefore shrouded in doubt unless 

railroad access is provided so that we can compete for military and 
civilian markets. 

The position that the Secretary of the Interior is now taking in his 
report of May 27 to Senator Jackson leads me to conclude that the 
Department believes it owes a greater duty to the Suntrana and 
Usibelli coal mines than it does to the Cripple Creek coal mine and, 
even more important, that it owes a greater duty to the Suntrana and 
Usibelli coal mines than it does to the Government, the Territory of 
Alaska, and the taxpayers. Here is what the Department says: 

Fifth, and finally, no showing has ever been made to this Department that the 
savings, if any, would accrue to the buyer rather than the producer of the coal. 
Clearly, the proposed extension would alter the competitive relationship among 
the three firms to the advantage of Cripple Creek. The Suntrana Mining Co. 
Inc., has largely exhausted its reserves of stripable coal, and Usibelli Coal 
Mine, Inc., likewise has used its strip reserves heavily. Both have made large 
investments in underground development. It is questionable whether either 
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could complete against a third firm engaged entirely in a stripping operation 
if that third firm were given the additional advantage of a special rail exten 
sion constructed primarily for its benefit. 

Cripple Creek at this time is a stripping operation. However, we 
have shown in our petition we are trying to put in an underground 
mine, and once we get railroad access it is good development procedure 
that the underground mine be put in. 

The Department’s doubt whether the savings, if any, would accrue 
to the buyer rather than to the producer is best answered by my cur- 
rent bids to supply the military for the next 8 fiscal years. Is there 
better proof than my offer to reduc e my bids by $1 per ton, if the spm 
is constructed to the Cripple Creek Coal Co, mine, for all coal shi ippe | 
over the spur? Moreover, the Department’s statement of doubt that 
any savings would accrue to the buyer of coal impeaches the contra 
views of its own experts—namely, ‘John Manley of the Alaska Rail 
road, who stated that the savings to the Territory are estimated 
$200,000 annually, and I think my bid substantiates that; Leo Saare! hi 
of the Geological Survey, who stated that the estimated savings a 
the military in 1953 would be $300,000, provided that it could be put 
over a spur line, and the entire Alaska Subcommittee on Coal, who 
stated that the savings to the Government should amortize the cost 
of constructing the spur i in} or 4 years. 

With respect to the next statement of the Department quoted above, 
since when has it become incumbent upon the Department to substitute 
its judgment, as against our free-enterprise system, in stating that “I 
is questionable whether either (referring to Suntrana and Usibelli) 
could compete against a third firm engaged entirely in a strip ping 

operation.” Here is a strange and amazing anomaly. Is the Depart- 
ment attempting to protect Suntrana and Usibelli, the two giants, 
from little Cripple Creek Coal Co. 2 

Is the Department, as well as Suntrana and Usibelli, fearful of com 
petition from Cripple Creek Coal Co.? Isn’t that what the Department 
is saying? The Department’s position would be ludicrous if it were 
not so serious for Cripple Creek Coal Co. In the light of the meena s 
invitation for bids for the fiscal years 1957 and 1958 requiring deliveries 
to be made on a 12-month basis, Cripple Creek Coal Co. is in desperate 

straits. Yet the Department says not one word to explain how this 
predicament is to be met. by Cripple Creek Coal Co. without railroad 
access, but instead helps Suntrana and Usibelli shed crocodile tears 
because they will be compelled to meet honest competition if the branch 
line is constructed, 

Mr. Chairman, the position of the Department is so ene-sided in 
favor of Suntrana and Usibelli, as it has been all along in overruling 
its own experts who have strongly recommended the construction of 
the spur, that we hope indeed this committee will not be misled by the 
spurious reasons advanced by the Department in its letter to Senator 
Jackson of May 27. Look at this statement in the letter: 

* * * Byen during the present period of decline, we do not believe it would 
be desirable to permit any 1 of the 3 firms to fall by the wayside, since expanded 
needs for coal which we cannot now foresee may occur again in the future. We 
cannot justify a heavy investment in a rail extension at a time when the need 
clearly does not exist, the principal effect of which would be to subsidize one 
producer and disturb the present competitive relationship. 
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Since when is it subsidizing one producer to put it on a year-round 
operational basis so that it can compete on an equal basis with its 
competitors? Is it proper to call it a subsidy when it is evident that 
the cost of the spur will be repaid over a period of a few short years 
in terms of savings to the military alone in the lower price of coal, 
even leaving aside the benefits that would flow to the civilian con- 
sumer of coal in Alaska? Is there “present competitive relation- 
ship” as the Department states, when Cripple Creek Coal Co. does 
not have year-round railroad access and cannot compete for military 
and civilian markets? The Department says it would not “be desir- 
able to permit any 1 of 3 firms to fall by the wayside.” But what is 
to keep Cripple Creek Coal Co. from falling by the wayside if it can- 
not meet military requirements that deliveries be made over a 12- 
month period ¢ 

We leave to the committee the decision whether the Department is 
attempting to pull the wool over the eyes of the committee. 

[ thank you for giving me this opportunity to present my story and 
I hope that the committee will act promptly in preparing its con- 
clusions in the light of all the testimony which is heard. 

I am sorry I have digressed and taken so much time as I have. 

Senator Brsrr. That is perfectly all right. I am not clear on the 
amount of production that you have had at Cripple Creek from the 
time that you first went in there in 1950. Could you develop that? 

Mr. Suaturr. Yes, sir; I have produced approximately 86,000 tons. 

Senator Brere. I understand of that you produced—— 

Mr. Snarurr. 135,000 tons in the 1953-54 fiscal year. 

Senator Birnie. Approximately how much would you produce 
this particular fiscal year ? 

Mr. Suauurr. If I am the low bidder on this contract, I will pro- 
duce 149,800. 

Senator Bretr. If you are not the successful low bidder ? 

Mr. Smauuir. I will go fishing, I guess. That is the only market 
[ have. 

Senator Birnie. You produce none at all in this current fiscal year? 

Mr. Swatuuir. It is entirely possible that we may not produce coal 
in this fiscal year becanse the only markets I have are with the mili- 
tary. It is possible—I do not know that they will do it—that the 
military may decide to negotiate the contracts and divide them some 

way or other among all of the coal properties. I do not know. 

Senator Brete. Have you sold any coal from July 1, 1954, to date? 

Mr. Snauurr. Yes, sir; from July 1954 to date I have sold 45,000 
tons of coal 

Senator Breve. That is the figure I was looking for. I am not 
talking about the next fiscal year but the current fiscal year. 

Mr. Suaurr. Yes, sir. That is the amount of coal which the De- 
partment felt they should award to Cripple Creek and equal amounts 
to the Suntrana Coal Mining Co. in order to keep them alive during 
this past fiscal year. 

Senator Bree. I think that is all I have, Mr. Shallit. Thank you 
very much. 

(Mr. Shallit’s prepared statement follows :) 


STATEMENT OF A. BEN SHALLIT, CRIPPLE CREEK COAL Co. 


May I state at the outset that it is reassuring and heartwarming that a small- 
business man in the Territory of Alaska can come to the Interior and Insular 
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Affairs Committee of the United States Senate for help and assistance in the cir- 
cumstances outlined in my petition, copies of which were filed with the committee 
on April 2 of this year. I take this opportunity to express my deep appreciation 
to the committee. 

No matter how the Department of the Interior or others may seek to cloud the 
real issues by raising specious ones, the principal issue before the committee is 
why the Secretary of the Interior refuses to authorize the Alaska Railroad to 
construct a railroad spur from the present rail’s end at Suntrana to the Cripple 
Creek Coal Co. lease in the face of the findings of his own experts that: 

1. Extension of the railroad would result in savings of $200,000 to $300,000 
annually to the military and civilian consumers of coal in the Fairbanks area of 
Alaska ; 

2. Extension of the railroad would facilitate and promote the development of 
the coal resources in the Healy River Valley and provide railroad access to the 
Government coal reserves to meet the needs of the military installations in Alaska 
now and in the future; and 

3. Extension of the railroad would mean substantial savings to the Govern- 
ment in the price of coal, which should amortize the cost of construction within 
8 or 4 years. 

As a corollary to the findings of the Interior Department, extension of the rail- 
road would promote competition in the Healy River Valley which at present has 
only two coal mines operating on a year-round basis—thus benefiting military 
and civilian consumers by making coal available at cheaper prices. Documen 
tary evidence in support of these findings is contained in my petition and refer- 
ence will shortly be made thereto page by page. 

So that the committee may have a clear understanding of the background 
which gives rise to the filing of the petition and this hearing, I shall sketch very 
briefly the salient facts. 

Almost 6 years have now elapsed since a coal prospecting permit was issued 
to me by the Department of the Interior in July 1949 on what is now known as 
the Cripple Creek Coal Co. lease. Immediately following the issuance of the 
permit, I commenced the exploratory work necessary to develop a paying mine. 
In February 1950, I called upon the Alaska Road Commission of the Department 
of the Interior to construct an all-weather access road from the rail’s end of the 
Alaska Railroad at Suntrana to my lease property so that I would be in a posi- 
tion to haul coal on a year-round basis. 1 offered to pay a portion of the expense 
involved in constructing the road. In response, Mr. A. F. Ghiglione, then chief 
engineer of the Alaska Road Commission, stated as follows (p. 5 of petition) : 

“The desirability of such a road is recognized. However, the Alaska Road 
Commission is not at present in a position to undertake this work since it has not 
been our policy to construct roads into undeveloped mining prospects. 

“Should the actual development and production be instigated on the property, 
it is very probable that some cooperative assistance could be worked out whereby 
the road could be constructed with a portion of the expense shared by you as 
offered in your letter.” 

In July 1950, I entered into my first contract with the Department of the Army 
calling for the delivery of 50,000 tons of coal to the military installations in 
Alaska. It is a 6-mile haul by truck from my mine to the railroad siding of the 
Alaska Railroad at Suntrana, and to reach it it is necessary to cross the lands 
under lease to two competitors in the coal business, Usibelli Coal Mine, Inc., and 
Suntrana Mining Co., both holding coal leases from the Interior Department. 
The Usibelli lease has good roads on high ground which I was not permitted to 
use. Having no other alternative I undertook construction of a temporary road 
in the bed of the Healy River in the late summer of 1950 so that it could be com- 
pleted and frozen over in time for deliveries of coal to be made to the military 
in October. Since the mine was now in commercial production, I again called 
upon the Alaska Road Commission for assistance in constructing an all-weather 
road. On December 20, 1950, Mr. Ghiglione replied as follows (p. 7 of petition) : 

“The need for access to your coal properties is recognized and the Alaska Road 
Commission is interested in seeing that such access is provided. 

“Mr. Saarela, Territorial mining engineer, has been contacted concerning the 
area served by your present road and the various mines and developments that 
would also be served if the road were improved as you have recommended. Mr. 
Saarela is of the opinion that the district merits development and he has taken 
the initiative by writing to the Alaska Railroad in order to ascertain whether 
an extension of the present railroad spur could not be undertaken. It appears 
that an extension of the railroad would be much more desirable than the road 
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improvement, since the railroad service would eliminate your shorthaul trucking 
and rehandling of the coal. 

“If it transpires that the Alaska Railroad will not undertake extension of their 
line, Alaska Road Commission will program the road improvement, providing the 
anticipated farm and industrial road funds are appropriated by Congress.” 

Several months later, on April 3, 1951, the then Commissioner of Roads for 
Alaska, John R. Noyes, wrote to the Director, Office of Territories, Interior De- 
partment, pointing out the desirability of extending the railroad to the Cripple 
Creek Coal Co. lease rather than constructing an all-weather road. Commissioner 
Noves said (p. 8 of petition) : 

“The development of the coal resources of the region on any adequate scale is 
dependent upon railroad transportation. For this reason the matter was referred 
to the Alaska Railroad through the Alaska Field Committee. A copy of a letter 
recently received from Col. J. P. Johnson, General Manager of the Alaska Rail- 
roxd, to Mr. A. Ben Shallit of the Cripple Creek Coal Co., indicates that funds 
are not available for this new railroad construction. 

“Road funds are not available either; but in view of the fact that the project 
was first proposed as a road project, it is desired to urge that the Alaska Rail- 
road provide whatever facilities are required in the Healy River Valley rather 
than to attempt an unsatisfactory, halfway solution by means of a road. It is 
my opinion, concurred in by the Territorial Commissioner of Mines, that the area 
is definitely worthy of development at this time. Unless directed by the Office of 
Territories, we will leave this matter entirely to the Alaska Railroad. At the 
same time I wish to emphasize that I think the project is a worthy one for rail- 
road development.” 

In May of 1951, Mr. Chiglione of the Alaska Road Commission advised me that 
it would not be possible to undertake any road construction to provide access to 
the Cripple Creek Coal Co. lease and the reason given was as follows (p. 8 of 
petition) : 

“* * * This decision has been necessary since the Interior Department con- 
siders the development should be accomplished by the Alaska Railroad and that 
no highway funds can therefore be involved.” 

Four years have now gone by since we were advised that the Interior Depart- 
ment had decided that access was needed and that such access should be pro- 
vided by the extension of the Alaska Railroad rather than by the construction 
of an all-weather road. And during all that time Cripple Creek Coal Co. has 
struggled along operating its mine on a seasonal basis and supplying coal to 
the military during the winter months when our temporary makeshift road in 
the bed of the Healy River was frozen over so that deliveries could be made by 
truck. Several times during that period the military was in short supply of 
coal. In June 1952, the Naval Supply Depot at Seattle wired Cripple Creek Coal 
Co. as follows (see p. 12 of petition) : 

“Request immediate advice by wire or telephone concerning additional tenta- 
tive quantities of coal for Ladd and Eielson Air Force bases. Assuming avail- 
ability of cars advise tonnage you could supply of size 8-6 & ¢ mine run for each 
of the following months July, August, and September.” 

In its telegraphic reply Cripple Creek Coal Co. stated as follows (p. 13 of peti- 
tion) : 

“Reurtel June 25 can deliver 10,000 tons coal each month beginning October and 
continuing into spring of 1953 as long as road is usable. 

“Uncertain road conditions before October 1 preclude deliveries during July, 
August, and September.” 

Thus Cripple Creek Coal Co. was unable to deliver coal to the military during 
the summer months for lack of railroad access or an all-weather road. Again in 
1953 the military was in short supply of coal. A meeting of the coal Subcommittee 
of the Alaska Field Committee of the Interior Department was held on April 30, 
1953, in the offices of the Alaska Railroad at Anchorage to discuss the critical 
shortage of coal. Some excerpts from that meeting will indicate the seriousness 
of the problem. 

“Mr. ANDERSON (Bureau of Mines) (pp. 40 and 41 of petition). ‘When Mr. Usi- 
belli gave Lieutenant Fisher his proposals of 100,000 tons Lieutenant Fisher called 
Mr. Shallit and asked him for the maximum tonnage he could produce. Mr. 
Shallit told him 100,000 tons, but he wou!d be willing to negotiate for 150,000 tons 
if the railroad or the highway would be built up to Cripple Creek before October 
of this year. On the strength of that and from the meetings we had prior to this 
meeting with the Navy on negotiating coal contracts this year, we thought it was 
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almost certain that the Alaska Rosd Commission ut least would be able to build 
a road into Cripple Creek or Roth property, which is just above the Cripple Creek 
property. Mr. Hinman, has it not been in your budget request to get funds for 
building this spur?’ 

“Mr. HINMAN (Alaska Railroad). ‘It has been in our 6-year program for sev 
eral years.’ 

“Mr. ANDERSON (p. 41). ‘Now the vital point under consideration is how are 
we going to get the money immediately to build a road up to Cripple Creek? I 
called George Rogers in Juneau but he was unable to attend this meeting. He 
expects to go back to Washington and talk to the Secretary as to whether or not 
it would be possible to get funds for a railroad. Will this be possible, Mr. Hin 
man?’ 

“Mr. HINMAN. ‘I do not know.’ 

“Major GOCHENAUR (Headquarters, Ehneudorf Air Force Base) (p. 41 of peti- 
tion). ‘We are under now by about 12,000 tons of our requirements—figuring that 
Cripple Creek will take 150,000 tons.’ 

“Mr. HINMAN. ‘Cripple Creek does not know how they are going to deliver 
150,000 tons unless they get an all-weather road or a railroad this summer.’ 

“Major GOCHENAUR. ‘That is why the military is here today. I compiled figures 
yesterday for our budget planning for the fiscal year 1955 for the Air Force, (1 
do not know the requirements of the Army). We will have at Kielson roughly 
225,000 tons: at Ladd, 300,000 tons, and at Elmendorf, 140,000 tons. These are 
conservative figures. The main powerplant at Kielson at full capacity is capable 
of burning 50 or 60 tons an hour. Figures from the plant superintendent, based on 
full capacity, would be around 50 tons an hour. The average consumption dur 
ing mild weather is 7,000 tons a month.’ 

“Major GOCHENAUR (p. 48 of petition). ‘What was the conversation, Mr. Ander- 
son, you had with Mr. Flakne when you went back to Washington? It was my 
understanding that the Department of the Interior was back of that road. After 
the conversation I had with you, Lieutenant Fisher said he laid it in the hands of 
the Interior Department and they would put it through.’ 

“Mr. HINMAN (p. 44 of petition). ‘You ask if ARC had ever asked for funds 
to buiid a road. Iam sure they have not. There is no reason to build a road when 
it should be a railroad. If you are going to ask for money, ask for funds to con- 
struct a railroad.’ 

“Mr. ANDERSON (p. 44 of petition). ‘This suggestion comes from Joe Flakne. I 
am asking you to think about it as a possible solution. Joe Flakne and I spent 
about three-fourths of an hour in Assistant Secretary Lewis’ office and gave him 
the whole picture, stressing the importance of this railroad up there, consequently, 
he is familiar with the immediate necessity of the construction of this project. 
I do not know what can be done; however, George Rogers will take this informa- 
tion to Washington and perhaps talk it over with the Governor—point out that 
it is a military necessity.’ 

“Mr. Rosrnson (Territorial Department of Mines) (p. 45 of petition). ‘Right 
now, unless we get a railroad to Cripple Creek Mine to take care of 150,000 tons, 
the military is going to be at least 50,000 tous short. If the military is going to 
use coal, it will be shipped in from the States.’ ”’ 

At the conclusion of the meeting, the Alaska Field Subcommittee on Coal unan 
imously passed the following resolutions (p. 46 of petition) : 

“2. That steps be taken at once to finance the construction of an extension of 
the railroad from the Healy River mine to the Cripple Creek and Roth properties. 
This spur to be completed or partially so before October 1, 1953. 

“3. That the extension of the Healy River spur to the Roth property is vital 
to the security of military installations this coming fiscal year of 1954, and in the 
future, and to the development and prosperity of the coal industry as a whole in 
Alaska. 

“4. That the extension of the Healy River spur to the Roth property would 
mean a substantial savings to the Government in the price of coal and this say 
ings to the Government should amortize the cost of construction within % or 4 
years. 

“5. That shipment of coal by rail transportation is the only logical solution to 
the presently existing critical situation.” 

Because the coal situation in Alaska was so critical, Secretary of the Interior 
McKay appointed a special committee headed by Charles W. Connor, formerly 
Administrator of Defense Solid Fuels Administration, to conduct an investigation 
on the ground in Alaska and to submit a report and recommendations to the 
Secretary. The Committee spent about 3 months in Alaska inspecting the 
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various mines and holding informal meetings with the mine operators. The 
Connor report has never been released to the public but it is generally known 
that the report strongly recommends the extension of the railroad to the Cripple 
Creek lease and to the Government coal reserves. 

During this period, Cripple Creek Coal Co. continued its efforts to have the 
Department ee the railroad spur. They seemed to be bearing fruit, for 
under date of April 29, 1953, Acting General Manager of the Alaska Railroad 
John E. Manley filed a right- of-way with the Bureau of Land Management read- 
ing as follows (pp. 31 and 32 of petition) : 

“The Alaska Railroad contemplates constructing at an early date an extension 
of its rail line from mile 4.2 on the Suntrana branch to mile 6.6, adjacent to 
the Usibelli mine camp. Also, from mile 6.6 to mile 10.3, adjacent to the Roth 
coal reserve. 

“It is a a that there be noted under the act of March 12, 1914 (38 Stat. 
305, 48 U. S. C. 301-308), a right-of-way for this line to the extent of 100 feet 
on each aa ‘of the center line of the track. Accordingly, we are attaching three 
copies each of part 1, Suntrana branch extension, Suntrana to Usibelli, and part 
2, Suntrana branch extension, Usibelli to Roth reserve. 

“You will note in our letter of June 23, 1952, that the railroad contemplates 
the extension of this line in order that the Usibelli Coal Co., the Cripple Creek 
Mining Co. and any future producers, may have access to the Alaska Railroad, 
thereby reducing the costs of operation which in turn are passed to the Govern- 
ment in reduction of bid prices for the furnishing of coal, as well as to private 
industry. It is estimated that the construction of this line will result in the 
reduction of coal costs to the territory of $200,000 annually.” 

In furtherance of the proposed construction of the spur, General Manager of 
the Alaska Railroad Kalbaugh submitted to his superior, William C. Strand, 
Director, Office of Territories, under date of March 3, 1954, drawings and esti- 
mates covering the proposed construction, in which he stated (p. 34 of petition) : 

“The line between Suntrana Mine (mile 4.2) and Usibelli Mine (mile 6.6) 
has been located and staked. The remaining portion of the extension, mile 6.6 to 
the Roth coal reserve (Coal Creek), is based on a reconnaissance survey, and this 
line has not been staked. It is estimated that it would require approximately 
2 months time with a single survey party to complete the reconnaissance survey 
and complete location.” 

Mr. Kalbaugh estimated the cost of constructing the entire spur at $1,028,251.50 
if a wooden trestle could be utilized to cross Cripple Creek and an additional 
$425,000 if a steel bridge was to become necessary after a more complete study 
was made (p. 4 of exhibit Y of petition). Thus, the cost of constructing the 
entire spur was estimated at approximately $1 million if a wooden trestle could 
be utilized to cross Cripple Creek, or $1,450.000 if a steel bridge was found 
necessary. These figures include also an estimated cost of $136,000 to extend 
the spur from the Cripple Creek Coal Co. lease to the Government coal reserves. 

Then came the bombshell—the straw that broke the camel’s back. Without 
notice of any kind to Cripple Creek Coal Co., General Manager of the Alaska 
Railroad Kalbaugh on October 11, 1954, filed with the Bureau of Land Man- 
agement a withdrawal of the railroad right-of-way, stating as follows (p. 36 
of petition) : 

“Will you please refer to our letter of April 29, 1953, wherein the Alaska Rail- 
road made request upon your organization for the withdrawal of a railroad 
right-of-way 100 feet on each side of center line of track on our Suntrana branch 
from the present end of said branch line at mile 4.2 to mile 10.3. 

“Tnitially this request for withdrawal of the proposed right-of-way was occa- 
sioned by the possibility of the extension of this branch line being essential to 
the national defense. Since my recent arrival in Washington, however, I have 
been informed that the Defense Department does not consider the extension of 
this branch line essential to the national defense, and it would therefore be 
appreciated if you would withdraw the request as contained in our letter of 
April 29, 1953, on this matter.” 

I wish particularly to invite the committee’s attention to the statement in 
Mr. Kalbaugh’s letter that following his arrival in Washington he had been in- 
formed that the Defense Department did not consider the extension of the 
branch line essential to the national defense. We submit, Mr. Chairman, that 
the question is not whether the extension of the railroad is essential to the 
national defense. The real and only reasons for the extension of the railroad 
were succinctly stated in the earlier letter of April 29, 1953, from the Alaska 
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Railroad to the Bureau of Land Management applying for a right-of-way. In 
that letter the reasons are stated as follows (p. 38 of petition) : 

“ * * * the railroad contemplates the extension of this line in order that the 
Usibelli Coal Co., the Cripple Creek Mining Co. and any future producers, may 
have access to the Alaska Railroad, thereby reducing the costs of operation 
which in turn are passed to the Government in reduction of bid prices for the 
furnishing of coal, as well as to private industry. It is estimated that the con 
struction of this line will result in the reduction of coal costs to the territory 
of $200,000 annually.” 

These reasons speak for themselves. We submit to your committee that 
there is not the slightest relevancy in whether the branch line is essential to 
the national defense. There is a vast distinction between the words “essential 
to national defense” and “in the interest of national defense.” We say it is 
very much in the public interest and in the interest of national defense that 
coal be made available to military and civilian consumers in Alaska at cheaper 
prices and there can be no doubt that extension of the railroad would accomplish 
that objective. 

Let me demolish once and for all the specious argument that the situation 
has now changed completely and that the military demand for coal is such that 
extension of the Alaska Railroad to the Cripple Creek Coal Co. lease is no 
longer necessary. There are two air force bases in the Fairbanks nrea which 
are served by the coal mines in the Healy River Valley. The: ave the Fielson 
and Ladd Air Force Bases. Combined they burn coal currentiv at the rate of 
between 400,000 and 450,000 tons annually. Because the military in Alaska 
has decided to reduce its rather large coal stockpile over the next 2 years to 
about a 90-day supply, bids were invited last week to supply the 2 installations 
with 149,800 tons of coal during fiscal year 1956; 286,000 tons of coal during 
fiseal year 1957, and 392,500 tons of coal during fiscal year 1958. The total 
tonnage for which bids were invited to be submitted by May 31 is 828,300 tons 
over a 3-year period. Despite the fact that the invitation for bids requires 
delivery of coal on a year-round basis during fiscal years 1957 and 1958 and 
Cripple Creek Coal Co, does not have at the present time year-round railroad 
or road access, Cripple Creek has nevertheless submitted bids covering the 
entire tonnage needed by the military. Ve do so in the firm belief that not 
even the Secretary of the Interior can or will stand in the way of progress 
ind that the coal resources of the Healy River Valley will be opened up fo 
development by providing adequate railroad access thereto, 

In any event, | want this committee and the Department of the Interior and 
the Department of Defense to know that in submitting Cripple Creek Coal Co.'s 
bids to the Navy Fuel Supply Office yesterday, May 81, which we hope will 
prove to be the lowest bids, I have solemnly agreed that Cripple Creek Coal Co 
will reduce its bid prices by $1 per ton for the entire 828,300 tons if the rail 
road spur is constructed to the Cripple Creek Coal Co. lease before deliveries 
to the military commence. If the spur is constructed after deliveries commence, 
$1 per ton will be deducted from the price of the reinaining coal shipped over 
the new spur. It is obvious, therefore, that the military is in a position to 
save $828,300 over the next 3 years if Cripple Creek Coal Co.’s bids are the low 
bids and the railroad spur is constructed. Even if the tonnage is divided among 
the present coal operators, there will still be substantial savings to the military 
as well as to civilian consumers of coal if the spur is constructed. 

How, then, can it be contended by anyone that the situation has changed 
and that there is no longer any need for extending the Alaska Railroad to the 
Cripple Creek Coal Co. lease property? After all, when the stockpile is reduced 
within the next 2 fiscal years, the Ladd and Eielson military installations will 
again be purchasing coal at the rate of a minimum of 400,000 tons annually. 
It is conceivable that the tonnage required at Ladd and Eielson may be greater 
in 1958 than 400,000 tons. It is obvious, therefore, that the Government and 
the taxpayers would be the principal beneficiaries in terms of dollars saved if 
a spur is constructed, and that the spur would make readily available to the 
military large quantities of coal which otherwise would not be available quickly 
if needed. We challenge anyone to deny the truth of these statements. If any- 
one does, we respectfully submit the denial would be palpably untrue and intel- 
lectually dishonest. 

To return to the chronology of events, in the meantime Cripple Creek Coal 
Co. was having a terrible time in 1954 with the temporary makeshift road in 
the bed of the Healy River. On three separate occasions the road was destroyed 
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by flash floods, requiring time-consuming and costly rebuilding. In desperation, 
Cripple Creek Coal Co. wrote to Mr. Ghiglione, commission of roads for Alaska, 
as follows (p. 55 of petition) : 

“Since you are entirely familiar with our problem, there is no point in repeat- 
ing the factors involved. I would like to point out that the road that we are 
now using and for which we have a tentative right-of-way, was destroyed 3 
times this year, requiring rebuilding at a cost in excess of $40,000. 

“Our present road is considerably better than any we had previously built, 
but the section through the Usibelli lease is still subject to destruction during 
every period of high water. 

“IT would appreciate your giving consideration to the possibility of the road 
commission obtaining a right-of-way at least through that section since we have 
not been able to make any progress in obtaining a right-of-way on which we can 
construct a permanent road.” 

Despite the fact that the General Manager of the Alaska Railroad had with- 
drawn the railroad right-of-way by letter of October 11, 1954, apparently without 
notice to the Alaska Road Commission, Mr. Ghiglione responded to Cripple Creek 
Coal Co. under date of October 29, 1954, as follows (p. 55 and and 56 of petition) : 

“As you know, the Department has decided that proper access to the Healy 
River coalfields may best be provided by the railroad spur extension. As a 
result of this decision, the railroad has proceeded to obtain the necessary right- 
of-way and has filed necessary maps and instruments with the Bureau of Land 
Management for this purpose. 

“When the decision was finally made to encourage railroad acces to the Healy 
River coal properties, the Alaska Road Commission was precluded from spon- 
soring further road projects for this purpose, As you will recall, a subsequent 
attempt was made to obtain funds for construction along the Alaska Railroad 
right-of-way in an effort to provide temporary relief for your problem. This 
attempt met with failure, again because the project was considered one for the 
Alaska Railroad and therefore any request for funds to implement the project 
should be initiated by that agency. 


3 




















“* * * T can only suggest that you contact the Alaska Railroad in an effort 
to expedite their development of the railroad spur further up the Healy River.” 
Cripple Creek Coal Co. hastened to repy to Mr. Ghiglione on November 4, 1954, 
in pertinent part, as follows (p. 56 of petition) : 

“For your information, this situation was recently discussed with officials of 
the Alaska Railroad, and we were advised that they had no immediate plans 
for the construction of such a spur. Under the circumstances, we believe that 
unles an actual directive was issued to you, precluding the construction of a 
road, it would still be in order for you to consider this project. If, however, 
you have been officially advised that the Alaska Railroad alone is to be respon- 
sible for the construction of this spur, we will appreciate a copy of this directive 
so that we may act accordingly.” 

Mr. Ghiglione responded on November 8, 1954, in pertinent part, as follows (p. 
57 of petition) : 

“The situation along Healy River, insofar as access by railroad in preference 
to highway has been determined as policy. by the Interior Department, has not 
been resolved in the form of a directive to the Alaska Road Commission. How- 
ever, since all requests for funds must be processed through the Interior Depart- 
ment before reaching the Bureau of the Budget and Congress, it is obvious that 
the policies of the Department must be adhered to.” 

I invite the attention of the committee to the fact that even as late as Novem- 
ber 8, 1954, almost a month after the Alaska Railroad had withdrawn its right- 
of-way for the extension of the railroad, Mr. Ghiglione still adhered to his 
previous view that the policy of the Department remained the same; namely, 
that access by railroad was preferred to a highway. Following the exchange 
of letters hetween Cripple Creek Coal Co. and Mr. Ghiglione, I wrote to Mr. 
Kalbaugh of the Alaska Railroad on October 21, 1954, in pertinent part, as 
fellows (p. 57 of petition) : 

“Sections of our road were destroyed three times this year, pointing to the 
necessity of obtaining less vulnerable right-of-way on which a permanent road 
ean be constructed. Assistance from an appropriate agency of Government, 
who can obtain a right-of-way through their powers of eminent domain appears 
to be the only way in which such a road can be built through the intervening 
lenses, 
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“It is therefore, again, respectfully requested that consideration be given t 
the extension of the existing spur to Cripple Creek, and that if it is not believed 
advisable to construct a spur at this time, to at least survey and obtain a right 
of-way for such a spur, and allow the Cripple Creek Coal Co. and the general 
public the right to use this right-of-way, until such time as a spur is con 
structed.” 

I was still not aware at this point of the withdrawal of the railroad right-of 
way. By letter of November 5, 1954, Mr. Kalbaugh responded to my letter, in 
pertinent part, as follows (p.58 of petition) : 

“As we discussed in our several conversations on this matter, the Alaska Rail 
read is required to be self-sustaining and any such large expenditures as you 
have proposed by the railroad would have to be economically justified and, as 
we also discussed, such economic justification cannot be made by the railroad in 
support of this track extension. 

“Inasmuch as the Defense Department has indicated that they cannot lend 
support to your proposed track extension, it appears to us that your next best 
bet would be to endeavour to procure an all-year road from your property to 
the present railhead at Suntrana, and of course such a road would not be under 
the jurisdiction of the Alaska Railroad. Therefore, you may wish to consider 
the possibility of having the Alaska Road Commission undertake such action as 
would be necessary for such a roadbuilding program.” 

On December 15, 1954, [ again wrote to the Alaska Road Commission, te 
which Mr. Ghiglione responded under date of December 21, 1954, 
(pp. 58 and 59 of petition) : 

“Reference is made to your letter of December 15 regarding the possibility of 
obtaining funds for construction of an all-year road from Suntrana to Cripple 
Creek. I am surprised at Mr. Kalbaugh’s statement regarding the appropriation 
of funds for this project, since all previous departmental policy has been in 
support of extension of the railroad spur in preference to the highway, and ob 
viously no funds will be appropriated by Congress without the support of the 
Interior Department. 

“In reviewing our previous estimates for this project, I find that several 
factors enter into the cost of the road and, therefore, any estimate must be 
qualified. Our last estimate, made in April 1953, for construction of the road 
from Suntrana to Cripple Creek, totaled $420,000. This estimate was based upon 
the alinement following the present Alaska Railroad line within their right 
of-way, since at that time Mr. Usibelli had refused consideration of a road ease- 
ment either over his road or through his property, excepting on the railroad 
line. His refusal was always based on the contention that any such easements 
would conflict with the future development of his property * * *.” 

Analyzing the correspondence, it is apparent that Cripple Creek Coat Co 
is an innocent victim of bureaucratic buckpassing to the detriment of the develop 
ment of the coal resources of the Healy River Valley and to the financial detri 
ment of the military and civilian consumers of coal in the Fairbanks area. We 
respectfully submit that it is unconscionable for Mr. Kalbaugh to state in his 
letter of November 5, 1954, that “economic justification cannot be made by the 
railroad in support of the track extension.” Had the spur been constructed 
» years ago, the military would have saved a minimum of $263,614 in the cost 
of coal purchased from Cripple Creek Coal Co. at a savings of $1 per ton. 
The military would also have saved a substantial sum in the cost of acquiring 
some 800,000 tons of coal over the same period from Usibelli Mine, Ine. What 
more is necessary to justify the construction of a spur when the Secretary’s 
own Alaska Subcommittee on Coal unanimously concluded that “savings to the 
Government should amortize the cost of construction within 8 or Pr 
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read in support of the track extension” in the light of the facts herein pre- 
sented? This committee is entitled to an answer. 

One other aspect of the current invitation for bids to supply the military in- 
stalilations during the next 3 years deserves the consideration of this committee. 
For the fiscal years 1957 and 1958, bids have been invited on the basis of deliver- 
ies on a year-round basis. Unless railroad or highway access is provided to 
Cripple Creek Coal Co., we are in a desperate situation. Even worse off, how 
ever, is the Territory of Alaska and the military and civilian consumer in the 
Fairbanks area. Its effect is to lock up and block the development of the coal 
resources in the Healy River Valley. Its effect also would be to create a mon- 
opoly in the Healy River Valley in favor of the two present coal operators who 
have year-round access to the railroad. Is this in the public interest and in the 
interest of the Territory of Alaska? We submit that the answer is self-evident. 

I hope that the committee will bear with me in discussing the last problem 
which doubtless has played an important role in delaying the extension of the 
railroad or the construction of an all-weather road. I refer to the continuous 
protests and objections which have been raised by Usibelli Coal Mine, Inc. to 
the railroad or highway crossing its lease on the ground that it would interfere 
with its mining operations. It is important for this committee to know that the 
Usibelli coal lease is a lease from the United States embracing public lands and 
that Congress has provided by statute (pp. 15 and 16 of petition) that all coal 
leases issued by the Department of the Interior shall expressly reserve to the 
Government the right to grant easements in, over, through, or upon the lands 
so leased as may be necessary for the working of other coal lands under permits 
or leases issued by the Department. It would be simple indeed for a lessee to 
seek to keep competitors out of a particular area by alleging that any right-of- 
way across its lease would constitute interference with its miring operations. 
That appears to be the procedure which Usibelli Coal Mine, Inc. has utilized here 
to prevent the extension of the railroad or the construction of a highway. Even 
when Cripple Creek Coal Co. filed its right-of-way application in 1951 (p. 17 
of petition) with the Bureau of Land Management for a road in the bed of the 
Healy River, which was its only alternative because of vigorous opposition by 
Usibelli, but which road was highly vulnerable to destruction by flash floods, 
spring thaws, and the elements in general, Usibelli Coal Mine, Inc. neverthele:s 
filed vehement protests with the Department. On September 10, 1952, the Bu- 
reau of Land Management rendered a decision dismissing the protects and grant- 
ing the right-of-way, stating, in pertinent part, as follows (pp. 18 and 19 of 
petition) : 

“* * * The Usibelli Co. claims that the proposed right-of-way would interfere 
with its operations, especially in the furnishing of an adequate water supply for 
the domestic use of the employees on its lease who reside at a camp within the 
lease boundaries. The report negatives this claim and shows that there is more 
than ample underground seepage to furnish a sufficient supply of domestic water. 
The report also shows that a rifle range has been set up with the gun pits on one 
side of the proposed Shallit right-of-way and the targets on the other. * * *” 

“Both field reports recommend that a right-of-way be granted and one of them 
even suggests that it would be preferable to move the road, the subject of the 
application, out of the riverbed and onto the adjacent high land. However, it 
seems probable a substantial part of the right-of-way will only be required tem- 
porarily. It is understood that the Alaska Railroad is now surveying a route 
for an extension of its line, now terminated at the Healy River Coal Co.’s mine, to 
a point at or near the Shallit lease, which will obviate the need for most of the 
rights-of-way. * * *” 


* * * 
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“This matter has been thoroughly considered. The facts have been meticu- 
lously assembled by three agencies of the Department whose representatives have 
examined the land and discussed the proposed right-of-way with the parties con- 
cerned, including the Usibelli Co. That company has filed a substantial body 
of arguments in support of its protest, all of which has been considered. We 
are unable to perceive in what way oral argument would supplement the show- 
ing already made or establish what has not been established that the granting 
of the right-of-way seriously affects Usibelli’s interests as a lessee. On the con- 
trary, it appears that no adverse effect would result but that the Usibelli Co. 
could accommodate its operations to the situation with little or no additional 
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expense. To accede to the protest would result in placing a heavy burden on 
Shallit who is also a lessee which is not justified in the circumstances. Accord- 
ingly, the application for an oral hearing and the protest as well are dimissed.” 

jn 1903 the Department decided to have the Alaska Road Commission con- 
struct a road along the route of the survey of the Alaska Railroad so that the spur 
could be constructed thereon at a later date when funds did become available. 
Cripple Creek Coal Co. immediately placed at Mr. Ghiglione’s disposal its entire 
camp facilities and offered without charge meals, lodging, gasoline, diesel fuel, 
lubricants, and other supplies. (See p. 27 of petition.) In Mr. Ghiglione’s re- 
ply of March 11, 1953, he stated in part as follows ( p. 27 of petition) : 

“* * * The Alaska Road Commission now plans to initiate the construction 
as soon as possible this spring and will draw upon your cooperative assistance 
as detailed above. 

“It is the intent of the Alaska Road Commission to provide and maintain the 
road trom the railroad spur to the entrance of your properties. In accomplish- 
ing this it will also be essential that the cooperation of Mr. Usibelli be obtained. 
It is anticipated that Mr. Usibelli will not oppose this project since he will benefit 
by the Alaska Road Commission assumption of maintenance and responsibility. 
The road alinement will follow as much as possible the existing roads up the Healy 
River and also conform to the proposed alinement for the roalroad extension 
where such conformance does not result in excessive cost. Since it is essential 
that this work be started this spring, I will contact you further regarding ar- 
rangements for your cooperative assistance.” 

Hlowever, on April 22, 1953, Mr. Ghiglione wrote to Mr. Joseph Flakne, at that 
time Chief of the Alaska Division of the Office of Territories, as follows (p. 28 
of petition) : 

“It was not possible to obtain Mr. Usibelli’s permission to utilize his road or 
to traverse his area as was planned for the low-cost road project. Mr. Usi- 
belli claims that the traversing of his mine area by the road through to Mr. Shal- 
lit’s property would seriously handicap his operations, in addition to prevent- 
ing access to large quantities of coal which his approved development plans have 
contemplated mining. In addition, the increased liability to Mr. Usibelli’s op- 
erations from through traffic using his road is considered by him to far offset 
any advantages he might receive through the Alaska Road Commission’s assump- 
tion of maintenance responsibility. In view of the above factors Mr. Usibelli 
refuses public use of his road and further advised that he would be forced to 
take legal action to restrain the Alaska Road Commission if we should attempt to 
take over. Mr. Usibelli is extremely anxious to obtain railroad access to his 
property and made the firm offer to our group of a $50,000 contribution toward 
this end. 
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“The above situation again forces the Shallit mine into the position of having 
only temporary road access which is not usable for at least six months of the 
year. * * * 

“* * * The desirability of providing the railroad extension rather than a tem- 
porary road is again apparent and I urge that further effort be towards this 
end. * * *” 

In Mr. Kalbaugh’s letter of March 8, 1954, to Director Strand of the Office of 
Territories, forwarding drawings and estimates of the proposed extension of the 
Alaska Railroad, he stated as follows (page 34 of petition) : 

“It will be noted that on the located line drawing between Suntrana Mine 
(M. P. 4.2) and Usibelli Mine (M. P. 6.6) we show our location passing over the 
Usibelli Mining Company’s air strip. This location was discussed with Mr. Usi- 
belli, and he did not voice any objection other than that which could be normally 
expected under the circumstances. The line then passes through (according to 
information I have received) what is called ‘G’ Bed. This location Mr. Usi- 
belli has objected to quite violently from time to time, inasmuch as he says he 
plans to mine these underground beds. However, from discussions with the 
Bureau of Mines Representatives and the Geological Survey, they do not express 
as much concern about the potentials of these beds as Mr. Usibelli has.” 

“In reviewing our previous estimates for this project, T find that severa! factors 
enter into the cost of the road and, therefore, any estimate must be qualified. 
Our last estimate, made in April 1953, for construction of the road from Suntrana 
to Cripple Creek, totaled $420,000. This estimate was based upon the alinement 
following the present Alaska Railroad line within their right-of-way, since at 
that time Mr. Usibelli had refused consideration of a road easement either over 
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bis road or through his property, excepting on the railroad line. His refusal was 
always based on the contention that any such easements would conflict with future 
development of his property * * *.” 

Thus, we find on the basis of the foregoing correspondence that Usibelli Coal 
Mine, Inc. refused to permit the Alaska Road Commission to construct a highway 
across its lease, notwithstanding that it comprises public lands of the United 
States, and actually threatened to enjoin the Federal Government if the Alaska 
Road Commission attempted to do so. Moreover, we find from Mr. Kalbaugh’s 
letter of March 8, 1954, to Director Strand that Mr. Usibelli has objecied quite 
violently from time to time to the railroad line passing through what is known 
as the “G” bed, but that representatives of the Bureau of Mines and Geological 
Survey do not express as much concern about the potential of these beds as Mr. 
Usibelli. It is apparent, therefore, that Usibelli Coal Mine, Inc. will resist the 
extension of the railroad or the construction of an all-weather highway over its 
coal lease unless the construction occurs at locations satisfactory to it, but en- 
tire'y impractical and extremely costly from an engineering standpoint. We hope 
that the committee will bear in mind that one way to postpone indefinitely rail- 
road or highway access to the Cripple Creek Coal Co, lease is to insist that the 
eonstruction be performed in a manner neither practical nor economical'y feasi- 
ble. Thus far, the Interior Department has apparently remained browbeaten by 
these tactics. Is progress to be halted; is the development of the coal resources 
of the Healy River Valley above the Usibelli lease to be stopped; is a monopoly 
to be created in the Healy River Valley for the benefit of the two existing coal 
mines having year-round transportation; is the military and civilian consumer 
of coal in the Fairbanks area to be denied greater competition; all because one 
coal operator is defying the Government? Cripple Creek Coal Co. has an invest- 
ment of approximately $500,000 in its coal lease, which is being jeopordized 
because of lack of railroad access. Suntrana Mining Co., Usibelli Coal Mine, 
Ine., and Cripple Creek Coal Co. all operate coal leases issued by the United 
States and all are entitled to just and equal treatment at the hands of the 
Interior Department. Anyone in his right mind knows very well that there 
must be some place on the Usibelli lease on the north side of the Healy River 
where a narrow one-track railroad can cross without doing violence to the mining 
operations of Usibelli Coal Mine, Inc. 

As stated earlier, the military was in dire need of coal in 1952 and 1953. No 
one can s®y when an emergency will threaten again. Is it necessary for an atomic 
bomb to explode before the Department will act to extend the railroad? We have 
shown that even on the basis of the tonnage the military expects to purchase 
in the next 3 years, 828,000 tons, the cost of extending the railroad will be sub- 
stantially amortized as a result of a reduction in price to the military. In my 
own bids submitted to the Navy Fuel Supply Office yesterday, I have firm'y obli- 
gated myself to reduce the bid prices by $1 per ton if the railroad is extended 
to the Cripple Creek Coal Co. lease. This is evidence of good faith as well as 
firm conviction that extension of the railroad is vital to the development of the 
coal resources of the Healy River Valley, to the military and civilian consumer 
of coal in Alaska, and to the betterment of the Territory as a whole. 

Through the courtesy of the staff of the committee, we have had an opportunity 
to read the report of the Department of the Interior submitted only yesterday, 
in response to Senator Jackson’s letter of April 13. To say that we are shocked 
by its contents is putting it mildly. 

Please bear in mind, Mr. Chairman, that the Suntrana and Usibelli coal mines 
with year-round railroad access supply coal to the domestic market in Alaska, 
as well as to the military. The domestic market at the present time is in excess 
of 150,000 tons annually. On the other hand, Cripple Creek Coal Co. without 
year-round railroad access is in a position to supply only the military, 9nd then 
only if deliveries are permitted during the fall and winter months exclusively. 
As I indicated previously, the military has invited bids for fiscal years 1957 and 
1958 on a 12-month delivery schedule. The future of Cripple Creek Coal Co. is 
therefore shrouded in doubt unless railroad access is provided so that we can 
compete for military and civilian markets. 

The position that the Secretary of the Interior is now taking in his report 
of May 27 to Senator Jackson leads me to conclude that the Department be 
lieves it owes a greater duty to the Suntrana and Usibelli coal mines than it 
does to the Cripple Creek coal mine and, even more important, that it owes a 
greater duty to the Suntrana and Usibelli coal mines than it does to the Gov 
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ernment, the Territory of Alaska, and the taxpayers. Here is what the Depart 
ment says: 

“Fifth and finally, no showing has ever been made to this Department thai 
the savings, if any, would accrue to the buyer rather than the producer of 
the coal. Clearly, the proposed extension would alter the competitive relation 
ship among the three firms to the advantage of Cripple Creek. The Suutrana 
Mining Co., Inc. has largely exhausted its reserves of strippable coal, and 
Usibelli Coal Mine, Inc. likewise has used its strip reserves heavily. Both have 
made large investments in underground development. It is questionabl 
whether either could compete against a third firm engaged entirely in a strip 
ping operation, if that third firm were given the additional advantage ot 
special rail extension constructed primarily for its benefit.” 

The Department’s doubt whether the savings, if any, would accrue to the 
buyer rather than to the producer is best answered by my current bids to supply 
the military for the next 3 fiscal years. Is there better proof than my offer 
to reduce my bids by $1 per ton, if the spur is constructed to the Cripple Cieek 
Coal Co. mine, for all coal shipped over the spur? Moreover, the Department’s 
statement of doubt that any savings would accrue to the buyer of coa! impeaches 
the contrary views of its own experts—namely, John Manley of the Alaska 
Railroad, who stated that the savings to the Territory are estimated at $200,000 
annually, and I think my bid substantiates that; Leo Saarela of the Geolozical 
Survey, who stated that the estimated savings to the military in 1953 would 
be $300,000; and the entire Alaska Subcommittee on Coal, who stated that 
the savings to the Government should amortize the cost of constructing the 
spur in 3 or 4 years. 

With respect to the next statement of the Department quoted above, since 
when has it become incumbent upon the Department to substitute its judgment, 
as against our free-enterprise system, in stating that “It is questionable whether 
either [referring to Suntrana and Usibelli] could compete against a third 
firm entirely in a stripping operation. Here is a strange and amazing anomaly 
Is the Department attempting to protect Suntrana and Usibelli, the two giants 
from little Cripple Creek Coal Co.? 

Is the Department, as well as Suntrana and Usibelli, fearful of competition 
from Cripple Creek Coal Co.? Isn’t that what the Department is saying? 
The Department’s position would be ludicrous if it were not so serious for 
Cripple Creek Coal Co. In the light of the military’s invitation for bids for 
the fiscal years 1957 and 1958 requiring deliveries to be made on a 12-month 
basis, Cripple Creek Coal Co. is in desperate straits. Yet the Department 
says not one word to explain how this predicament is to be met by Cripple 
Creek Coal Co. without railroad access, but instead helps Suntrana and Usibelli 
shed crocodile tears because they will be compelled to meet honest competion 
if the branch line is constructed. 

Mr. Chairman, the position of the Department is so one-sided in favor of 
Suntrana and Usibelli, as it has been all along in overruling its own experts 
who have strongly recommended the construction of the spur, that we hope 
indeed this committee will not be misled by the spurious reasons advanced by 
the Department in its letter to Senator Jackson of May 27. Look at this state 
ment in the letter: 

“* ** Even during the present period of decline, we do not believe it would 
be desirable to permit any one of the three firms to fall by the wayside, since 
expanded needs for coal which we cannot now forsee may occur again in the 
future. We cannot justify a heavy investment in a rail extension at a time 
when the need clearly does not exist, the principal effect of which would be 
to subsidize one producer and disturb the present competitive relationship.” 


Since when is it subsidizing one producer to put it on a year-round operational 
basis so that it can compete on an equal basis with its competitors? Is it 
proper to call it a subsidy when it is evident that the cost of the spur will be 


repaid over a period of a few short years in terms of savings to the military 
alone in the lower price of coal, even leaving aside the benefits that would flow 
to the civilian consumer of coal in Alaska? Is there “present competitive re 
tionship” as the Department states, when Cripple Creek Coal Co. does not have 
year-round railroad access and cannot compete for military and civilian mar 
kets? The Department says it would not “be desirable to permit any one of 
the three firms to fall by the wayside.” But what is to keep Crpple Creek Coa 
Co. from falling by the wayside if it cannot meet military requirements that 
deliveries be made over a 12-month period? 
64101—55—-——-4 
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We leave to the committee the decision whether the Department is attempt 
ing to pull the wool over the eyes of the committee. 

I thank you for giving me this opportunity to present my story and I hope that 
the committee will act promptly in preparing its conclusions in the light of all 
the testimony which is heard. 


Senator Bree. I think we will next hear from Colonel Welch. 


STATEMENT OF COL. DARRELL G. WELCH, CHIEF, FUELS DIVISION, 
DIRECTORATE OF SUPPLY AND SERVICES, DEPUTY CHIEF OF 
STAFF, MATERIEL HEADQUARTERS, UNITED STATES AIR FORCE 


Colonel Weicu. Thank you, sir. 

Senator Bratz. You may proceed. 

Colonel Weicu. I have a prepared statement, Mr. Chairman. 

Senator Binxe. I see it is rather short, and I think it might be well 
that you read it in its entirety. 

Colonel Wetcn. Yes, sir. I am Col. D. G. Welch, Fuels Division, 
Directorate of Supply and Services, Headquarters, USAF. I have 
been asked to represent the Department of Defense in presenting the 
coal requirements in the Fairbanks, Alaska area, since these require- 
ments are largely used at Ladd and Eielson Air Force Bases. 

The total requirement for this area consists of that required for 
annual consumption and that required for a reserve stockpile. <A 
reserve stockpile is necessary to provide the uninterrupted supply of 
coal during periods when work stoppages, transportation delays, and 
other interruptions in the supply system occur. 

Since coal deteriorates when stockpiled, we try to keep the stockpile 
at a minimum consistent with the reliability of resupply. 

The desired stockpile quantity is equal to one-quarter of the annual 
consumption. ‘The current stockpile is larger than the above goal, 
due to estimates which were in excess of actual consumption. In 
planning for the fiscal year 1955 procurement, it become apparent that 
the coal stockpile was excessive. Instead of drastically curtailing new 
procurement, and reducing the surplus stocks immediately, it was de- 
termined to reduce surplus stocks gradually in order to prevent col- 
lapse of a production base for military use. 

Our plan is to reduce the current stockpile through fiscal year 1956, 
after which the estimated consumption should level off at about 
336,000 tons annually. 

Accordingly, procurement of new coal will decline through fiscal 
year 1956 and increase to the above estimated level of consumption by 
fiscal year 1957. 

The attached schedule indicates the Air Force requirements from 
fiscal year 1955 through fiscal year 1958 for coal at Ladd and Eielson 
Air Force Bases. 

You will note that the next 3 years, fiscal year 1956 through 1958 
amount to about 825,000 tons. It is actually 822,000 tons for the next 
3 years to be procured, as compared with a Department of Interior 
figure furnished in the letter previously referred to, which gave 828,000 
tons. 

Senator Braz. Colonel, do you have available to you the amounts 
of coal that were consumed at Ladd and Eielson Air Force Bases for 
the years 1950 up to and through 1955 ? 
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Colonel Weicu. We cannot furnish that information at this time. 

Senator Brsue. I think it might be well to have it furnished for the 
record because it seems that is a period of time when a lot of coal 
estimates were made by defense. 

Colonel Wetcn. Yes, sir. 

Senator Bratz. I wonder if it might not be well to have not only 
your estimates but the actual consumption for the purposes of the 
record. 

Colonel Wetcn. Yes, sir, we could furnish those for the record. 

(The material referred to follows :) 

DePARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washingion, D. C., July 1, 1956 
Hon. JAMES EF. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
lnited States Senate. 

Dear Mr. CHAIRMAN: During the hearing of June 1, 1955, before the Subcom- 
mittee on Territories and Insular Affairs of the Senate Committee on Interior 
and Insular Affairs on the Secretary of Interior's alleged failure to build the 
Alaskan Railroad spur, the Air Force witness was requested to furnish informa- 
tion for the record concerning estimates of coal consumption and the coal con 
sumed at Ladd and Mielson Air Force Bases for the years 1950 up to and through 
1955. The preceding information, in addition to procurement information for 
the above period, is as follows: 


[In tons] 
Estimated 
Fiscal year require Procurement Consumpt 

ment 
1950__. 159, 000 ( M11 
1951 230), 000 (2 M4 200 
1952 165, 000 1°2, 000 8 H2, ON 
1953 379, 700 209, 097 112 2 
1954 345, 559 392 236 172.2 
1055 250, 228 232, 000 4 265, 000 


? Estimated 6 months prior to beginning of fiseal year 

? Procurement records for fiscal years 1950 and 1951 have been retired by the Alaskan Command and 
no longer available. 

3 The reduced qu intities used in fiscal years 1951 and 1952 are due to deterioration of coal-fired equip 
to the extent that o.1-fired equipment was required to meet heating demands 

‘ Estimated. 


The USAF procured 1,075,000 tons of coal in northern Alaska during fiscal years 
1952 through 1955, inclusive, as compared to a consumption of 611,000 tons. The 
balance of 464,000 tons contains only four-sevenths of the original heat content 
or an equivalent of 265,000 tons of new coal. Deterioration is caused by the high 
moisture content of the Alaskan atmosphere and the type of coal produced in this 
area. The coal acts similar to a sponge in absorbing moisture from the air and 
its maximum efficiency is reduced since additional heat is required to burn off 
the excessive moisture. 

It is estimated that there is a surplus of 186,000 tons after allowance for a 
normal 90-day stockpile of 79,000 tons. The surplus of 186,000 tons plus procure 
ment of 150,000 tons will meet the estimated fiscal year 1956 consumption 
requirement of 336,000 tons. 

It is requested that the annual quantity of coal for procurement for fiscal year 
1955 whicu appears in the enclosure to the statement of Colonel Welch which 
was presented before the above subcommittee be changed to read ‘232,000 tons” 
iunstead of ‘‘242,000 tons.” 

Sincerely yours, 
Jor W. Ketry, 
Major General, USAF, Director, Legislative Liaison. 
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Senator Binte. What is the project that is used in calculating 
future coal consumption ? 


Colonel Weicu. The equipment in the area that will consume the ; 
coal and also the forces that will be in the area that will need it. We tl 
have both heating and generating equipment that uses coal at these 3 
two bases. The amount of generation and heating depends partially 


on the amount of use that is made of the base and the forces that are 
in the area using those bases. 

Senator Brate. Do you forecast beyond the fiscal year 19584 

Colonel Weicu. We have no forecast at the moment beyond 1958. 

Senator Bisse. I-think that-is all we have. Colonel. Thank you 
very much, 

( Discussion off the record.) 

Senator Bisier. The staff suggests that there are some projected 
natural-gas pipelines into this area. I am wondering whether or 
not with ~ advent of those pipelines—I do not know how realistic 
they are, | do not know how far along the planning is, whether there 
is going to be a natural-gas pipeline into this area or not—but if so, 
would that be likely to replac e your coal needs at the two bases? 

Colonel Weicn. I could not answer specifically. I could give you 
the Department of Defense policy. Our policy is that we use the 
cheapest fuel available. If at that time the sufficient gas was ayail- 
able and was cheaper than the coal, it would be a logical assumption 
to assume that we would convert to gas. 

Senator Brete. Do you have any information as to the projected 
Haines pipeline ? 

Colonel Wetcu. The Haines pipeline is not a natural-gas pipeline. 
That is a fuel pipeline which will carry our aviation gasoline and 
jet fuel and motor gasoline and diesel oil. 

Senator Brie. Does that in any way affect the coal picture? 

Colonel Weticu. - No, sir. 

Senator Bratz. Does the possible development of Gubik natural- 

gas pipeline affect the picture, or do you have any knowledge of 
t iat! 

Colonel Weicn. I have no knowledge of that, sir. 

Senator Breie. [think that isall,Colonel. Thank you. 

I think we will hear Dr. Reed next. I understand you have to 
leave Washington fairly soon. 


STATEMENT OF DR. JOHN C. REED, UNITED STATES GEOLOGICAL 
SURVEY, WASHINGTON, D. C. 


Dr. Reep. My name is John C. Reed. I am a member of the staff 
of the Director of the Geological Survey. I have no prepared state- 
ment. I will attempt to answer any of your questions to the best 
of my ability and develop any aspect of this that you think I might 
ny bl e to be of help on. 
nator Brste. How familiar are you with this particular area ? 

Dr Reep. I am familiar with the area, sir. I have been there a 
number of times over ra per iod of a good mi ny ye rs. 

Senator Bree. In what particular connection in the line of work? 

Dr. Rerp. I have been a geologist in the Alaskan branch of the 
Geological Survey for ne arly : 25 years. I am now in the Office of the 
Director. During my time in the Alaskan branch I spent many years 
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in Alaska on geological work, involved in the investigation of the 
mineral resources. Although I have not worked specifically in this 
area to do detailed mapping or investigations, I have been there and 
probably connected with the area for a Tong time. I might also point 
out that the Geological Survey is responsible for the supervision of 
leases on the public lands, and I have had some familiarity with the 
area because of the responsibilities of lease supervision. We have 
here, however, Mr. Leo Saarela who is the regional supervisor of the 
Survey for that area. 

Senator Biste. What particular name do you give to this entire 
area ? 

Dr. Reep. I am referring at the moment to a belt on the north side 
of the Alaskan Range that includes the three or four lease areas that 
have been discussed in this area. ‘There are large coal areas stretch- 
ing along the north and west sides of the Alaska Range for many 
miles west of the Alaska Railroad to east of the Richardson High- 
way. This area is the one that has been developed because it is one 
near the river. 

Senator Biste. What name do you give the area ? 

Dr. Reep. The specific area is called the Healy River coal fields. 

Senator Brace. That refers to the area covered by Suntrana, Usi- 
belli, and Cripple Creek, as well as the Roth property to the north / 

Dr. Reep. As well as some additional area not included in that map. 

Senator Brste. There has been considerable—and I think you prob- 
ably picked it up from Mr. Shallit—testimony this morning (said 
both in the petition and in his testimony concerning the construction 
of a branch line through the Usibelli lease) as to whether or not that 
could be done without inter fering with the economic mining opera- 
tion of the Usibelli lease. Have you given any thought or have you 
made any study of that particular problem ? 

Dr. Reep. The matter of decision as to whether or not there should 
be a railroad or as to whether or not there should be a highway is not 
within-—— 

Senator Brete. [ am not asking you that question. I am not asking 
you policy questions on either the highway or the road. What I am 
asking is, Could one extend the spur line from the Sutrana claim to 
C ripple Creek so as to go through the Usibelli lease without unduly 
interfering with the mining operations of the Usibelli property, if 
you are qualified to speak on that question ? 

Dr. Reep. I do not think I am able to answer that question specifi- 
cally. In my opinion it would be possible to build such a line without 
danger to the conservation of the coal in the area over which the line 
would run. I am not qualified specifically to speak as to the degree 
to which that might or might not interfere with Mr. Usibelli’s opera- 
tion. 

Senator Biste. Who might, from a Government standpoint, be 
able to testify to that point? 

Dr. Reep. I would think Mr. Saarela would come as near to it as 
any, although I am not sure he would be a proper man, either. 

Senator Bisie. As a practicing lawyer for many years, I can cer- 
tainly say that engineers disagree. 

Dr. Reep. The actual matter where such a right-of- way could be 


given or whether it would hurt would be a decision of the Bureau of 
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Land Management. We would advise the Bureau of Land Manage- 
ment, but the decision would be that of the Bureau of Land Manage- 
ment. 

Senator Brae. You do not believe you are in a position to testify 
on that question ‘ 

Dr. Reep. No, sir. 

Senator Breir. I am not asking as to the builder of the highway or 
the road. I am asking whether you could build the spur line without 
interfering with the operation of the Usibelli company. 

Dr. Rerp. I am not familiar with the degree to which that might 
hurt Mr. Usibelli. 

Senator Brate. Several questions have been suggested to me that 
seem to go more to the economic phase, and I do not know whether 
that is your particular field of work in the Department or not. 

Dr. Reep. It is not. 

Senator Bratz. I might ask the question. If you are not the quali- 
fied witness to give the answer, simply say so. Do you believe the 
extension of the branch line through the Usibelli lease would result in 
& more economical operation to the Usibelli property? That is an 
economic question. 

Dr. Rerp. As an individual, in my opinion it would make it easier 
for Shallit to operate. and hence he probably could deliver coal at : 
somewhat lower price. 

Senator Brate. My question was directed to the Usibelli property 
rather than Cripple Creek. But I assume your answer would be the 
same. 

Dr. Reep. No, I am not sure that it would. 

Senator Breie. You think there is a distinction ? 

Dr. Rrep. I have seen Mr. Usibelli’s statement that this would not 
aid him at the present time. I am only going on his statement and 
not my own. 

Senator Brete You have no independent judgment as to whether 
the railroad would aid him or would not aid him ? 

Dr. Reep. I do not. 

Senator Breir. Do you have any opinion as to the opening up of 
the Roth property by extending the spur line to the Cripple Creek 
bne? Is that a desirable feature of the problem before us? 

Dr. Reep. The Roth property has been held in reserve for a possible 
emergency. It was the opinion of my Bureau, and I believe general- 
ly accepted, that it was an area where coal could be obtained rather 
easily and rather quickly. However, to take that coal out, transpor- 
tation of some sort would have to be provided. It hence would fol- 
low that it would be more immediately available if transportation 
were put in at this time. 

Senator Breie. And if there were a spur line that extended to the 
Cripple Creek property, then that would be advantageous to the Roth 
property which adjoins it? 

Dr. Rrep. It would, indeed. Although to my knowledge there is 
no plan to do any mining in the Roth property at the present time. 

Senator Brere. There has been testimony given by Mr. Shallit to 
the effect that there would be a tremendous saving to the military if 
the railroad is extended to the Cripple Creek property. Are you in 
2 position to comment as to the amount of saving that might be real- 
ized by extension of the line? 
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Dr. Reep. No, sir, I cannot answer that. I heard Mr. Shallit’s state- 
ment that he offered a firm bid at a dollar a ton cheaper if he had such 
a railroad. 

Senator Bretr. That is out of your field, too, is it? I do not want 
to ask you any questions on which you are not completely qualified as 
a witness, 

Dr. Reep. I will be glad to tell you if I cannot answer. 

Senator Brsie. Do not hesitate to tell me if there is something that 
is not within your field. 

Dr. Reep. Yes, sir. 

Senator Bisie. I think it might be helpful for the record if you 
could comment upon the known reserves in each of these + areas and 
the future potential. 

Dr. Reep. That matter of reserves is the field in which the Geologi- 
cal Survey is specifically responsible. 

Senator Brats. So I understand. 

Dr. Reep. I do not have personally the detailed information to give 
you. I am sure that Mr. Saarela will be able to give you such figures. 
I can give you an impression that as we go up the stream from Sun 
trana across Usibelli to Cripple Creek that the available reserves are 
larger. There has been less mining, of course. 

I heard Mr. Shallit’s comments about the reserves that he had. As 
far as I know, they are of the right order. 

Senator Bistr. Your statement is that Mr. Saarela, who is the re 
giona] mining supervisor, is in a better position to develop the actual 
reserves in these 4 areas ¢ 

Dr. Reep. That is correct. 

Senator Bratz. Do you have any information as to the quality of the 
coal in this particular area / 

Dr. Reep. The coal beds being mined are all in the same group of 
beds. The quality ranges somewhat from bed to bed and to a certain 
extent from place to place in the various coal beds. The quality in 
general is lower than the quality of the coal on the south side of the 
Alaska Range. 

Senator Brere. The staff has suggested a number of questions here, 
Dr. Reed. 1 think they all go to economic considerations. T do not 
know whether that is your field. 

Dr. Reep. Specifically, it is not. Some of the questions I might be 
able to throw some light on. I do not know what they are. 

Senator Bisie. They are all in the nature of economics of making 
the extension of the spur line into the field and how that could affect 
the coal prices. 

Dr. Reep. I could not answer such questions. 

Senator Brerr. I think that is all we heve to develop. Thank you 
very much, Dr. Reed. I hope you have a very fine trip. I am sorry 
we delayed your departure. 

Dr. Reep. That is perfectly all right. s 

Senator Breie. I think we possibly a ave time for one more witness 
before the lunch hour. Are there any other witnesses that we can hear 
before we hear the Under Secretary at 2 o’clock ¢ 

(Discussion off the record.) 

Senator Bratr. We will now hear from Mr. Kirkpatrick. Will you 
identify yourself. 








52 ALASKA COAL LANDS 


STATEMENT OF N. B. KIRKPATRICK, SUNTRANA MINING CORP., 
INC., ANCHORAGE, ALASKA 


Mr. Kirkxrarrick. My name is N. B. Kirkpatrick, Suntrana Mining 
Corp., Inc. 

Senator Brete. You consider your residence as Alaska ? 

Mr. Kirxearrick. Anchorage. Alaska, is my home. 

Senator Bisve. Mr. Kirkpatrick, your interst in this particular 
problem is what? You are the owner of the Suntrana Mining Co., Inc. 

Mr. Kirkrarrick. I am a member of the corporation of Suntrana 
Mining Co., Inc. 

Senator Brsie. Iti is held as a corporation ¢ 

Mr. Kirxparrick. Yes, sir. 

Senator Bur. How large a corporation is it ? 

Mr. Kirnkxrarrick. How do you mean / 

Senator Binte. Memberwise. 

Mr. Kirkxrarrick. There are two of us that own the majority of 
the stock. 

Senator Bisnis. We would be very happy to get your views as to 
this spur-line question. Of course, you have a spur line right into 
your property / 

Mr. Kirkrarrick. Yes, sir. I am vitally interested in that. When 
we purchased the assets of the Healy River Corp. in July of 1953 

Senator Brste. What was the Healy River Corp? 

Mr. Kirxrarrick. That was the predecessor of the Suntrana Min- 
ing Co., Inc. We obtained an asset of $30,000—not $20,000—that 
had previously been advanced by the Healy River Coal Corp. for 
the construction of the existing spur from Healy to Suntrana. I 
wanted to correct that figure of $20,000 as stated by Mr. Shallit. 

Senator Breie. You acquired a $30,000 figure instead of a $20,000 
figure ? 

Mr. Kirkpatrick. That is correct. We are unable to depreciate it 
and we still have it as an asset on our books and probably will con- 
tinue with it. In addition to that there was some statement by Mr. 
Shallit about our ability to continue to produce coal as we would be 
removing all the reserves above water level. 

Senator Biste. How do you mine on the Suntrana? Is that under- 
ground / 

Mr. Kir«rarrick. That is all underground. At the rate we can 
anticipate by bids here, we have about 2 to 3 years of continuing 
above water level. There has been engineering work accomplished 
and we do have pretty good knowledge of how we are going to go 
to he next lower level. By deepening we hope to increase the ‘quality 
of the coal by the higher pressures. Indications at the present min- 
ing where we are mining with the deeper coal, the coal runs quite 
materially higher in quality. We do not plan’ to move to another 
loc: ation, but we do definitely plan to go to another lower level and 

x plore the mine further. 

Senator Bratz. Is that below water level ? 

Mr. Kirkpatrick. Yes, below water level. 

Senator Brste. You have 2 or 3 years of reserves above water level? 

Mr. Kirkpatrick. It is dependent on how much our production 
will be and the market we will have. 
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Senator Biste. When you go below water, what type of cost do you 
go to in pumping / 

Mr. Kirkpatrick. It is unknown to us how much water there will 
be. We have quite a water problem in developing reserves now. We 
have to drain the water that comes in after we drive our gangways, 
and it runs for quite some time. 

Senator Brsie. How do you drain it, through pumping / 

Mr. Kirkpatrick. No, it drains out through gravity now. 

Senator Brsix. Can you still accomplish that if you go deeper ¢ 

Mr. Kirkrarrick. No, sir; we will have to pump the water. 

Senator Biste. Where do you get the power for your pumping ¢ 

Mr. Kirkpatrick. We have our own powerplant. We burn our own 
coal to produce power. 

Senator Braue. Is that sufficient to generate enough electricity for 
pumping purposes / 

Mr. Kirkpatrick. Yes, sil 

Senator Bisie. I have a lot of familiarity with dewatering mines, 
and I know the cost is a terrific figure. 

Mr. Kirkeatrick. About the only indication of the problem we will 
have is our experience in getting water to service the camp. We 
must now go through an existing coal seam out into the river to get 
enough water to afford the fire protection. There is some doubt that 
the water permeates through the seams in great quantity. 

Senator Bisie. How long has your corporation held this property ? 

Mr. Kirkpatrick. Since July of 1953. 

Senator Bratz. How much have you produced each year since then ? 

Mr. Kirxrarricx. We produced the first year approximately 
220,009 tons. We took over existing contracts held by the Healy Corp. 
This year our production will be down, 1 would anticipate, to 130,000 
tons. 

Senator Binte. Next year will be approximately the same / 

Mr. Kirnkxeatrrick. Next year we do not know. We submitted on the 
same bids as Mr. Shallit. 

Senator Brie. It depends upon your success in obtaining the bid ¢ 

Mr. Kirxparrick. Yes, sir. 

Senator Bisie. Prior to the acquisition by your corpor' ation of the 
Suntrana property, what producing record ‘di idl i it have? How much 
coul was produced there by the Healy Coal Corp.? When was that 
founded / 

Mr. Kirkpearrick. I believe about 1922 or 1923. 

Senator Biste. Was it a continuous producer from: 1922 up until 
they sold to you in 1955 ¢ 

Mr. Kimkparrick. Yes, it was. 

Senator Birte. How much coal did they produce, if you know? 

Mr. Kirxratrrick. That varied. In the later years it increased to, | 
believe, about 150,000 tons from the records as I remember them. They 
got up to that, but the first year we operated was the largest year in 
production by quite some extent. 

Senator Brate. You do not know what the overall 30-year produc 
tion record of the mine is? 

Mr. Kinxrarrick. No. It isasthe market existed. 

Senator Brsie. This is past markets, so there would be some record 
that would be available to show actual production / 
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Mr. Kirkpatrick. That is true. However, I do not have them with 
me. 

Senator Bree. You have been operating it for 2 years? 

Mr. Kirkpatrick. Yes, sir. 

Senator Bisix. Simply to clarify that one point as to the potential 
reserves, it is my understanding that your calculations, that you have 
reserves for 2 to 3 years’ operation above the water level ? 

Mr. Kirkpatrick. Yes, sir. 

Senator Brste. Unknown reserves and unknown economic factors 
below the water level ; is that a correct statement ? 

Mr. Kirxpartrick. Yes, sir. We also bid on the entire amount of 
coal for the next 3 years, and we are willing and able to provide it. 

Senator Bratz. You bid on the entire 882,000 tons that the Air 
Force is requiring ¢ 

Mr. Kirkxparrick. Yes, sir. We would like to bid on more. 

Senator Brste. What effect would the extension of the spur to the 
Cripple Creek property of Mr. Shallit have upon your operation ? 

Mr. Kirxrarrick. It is hard for me to forecast that. There would 
be some competitive effect, no doubt. It depends on what the railroad 
rate was. If our rate was raised, we would be vitally interested. 

Senator Brate. Would that be likely if you are not served by it? 

Mr. Kirkpatrick. That I do not know. I have understood that 
might be a part of the plan in building the road up there, to increase 
the freight rate from the area. If that was true, our investment in the 
existing spur is somewhat lost to us. 

Senator Bratz. As I understand you, the cost of the spur from the 
main line to your property has been completely paid for. 

Mr. Kirxeatrick. The railroad and the Healy River Coal Corp. 
built that. I do not know whether the $200,000 figure included the 
original cost or the development of a new bridge in later years. I think 
very possibly the latter is what you would find. 

Senator Brae. Is there any ‘unpaid cost of the spur line chargeable 
to your corporation at the present time ? 

Mr. Kirkpatrick. No, sir. 

Senator Brste. Would the construction of a spur line into the 
Cripple Creek area reduce the cost of coal at Anchorage ? 

Mr. Kirxpatrick. At Anchorage? 

Senator Brste. Yes. 

Mr. Kirxratrick. I would have to know what Mr. Shallit is going 
to bid to tell you on that. I do not know. 

Senator Brste. You do not know whether the change in the actual 
cost of hauling would be materially reduced? That is, railroad as 
compared to the present method of trucking ? 

Mr. Kir«patrick. No, I cannot say. 

Senator Bisre. You do not truck yourself; is that right? 

Mr. Kir«eatrick. In this mine, no. I have a lot of experience in 
trucking. But I would not want to make a statement on his analysis 
of cost, because I have not investigated. 

Senator Brsie. Are you familiar with the petition which Mr. Shallit 
filed with this committee ¢ 

Mr. Kirxpatrick. Yes, I am. 

Senator Brratr. Likewise, the price and answers that have been 
made to it ? 

Mr. Kirxratricrk. Yes. 
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Senator Bratz. You have had occasion to read all of those / 

Mr. Kirxpatrick. Yes. 

Senator Biste. Do you have any comment or further information 
that you would like to give to the committee ? 

Mr. Kirx«patrick. | am particularly interested if there was a rail- 
road built into there, what would be the new freight rate and whether 
our mine freight rate would be increased or not. That is quite an 
interesting thing to me. 

Senator Brste. I can see why it would be. I understand your inter 
est init. We will try to develop that. 

Do you have any further information or comments or suggestions 
you would like to make to the committee in regard to handling this 
petition ? | 

Mr. Kirxparrick. Not that I can say right now. I have not heard 
enough. 

Senator Bratz. It can be understood that if you do care to furnish a 
written statement to the committee at the conclusion of the hearing, 
the hearing will be kept open for that purpose. 

Mr. Kirkpatrick. Thank you. 

Senator Brats. Thank you, Mr. Kirkpatrick. 

If there are no further witnesses to be heard during the morning 
hour, we will recess until 2 o’clock. 

(Whereupon, at 12:25 p. m., a recess was taken until 2 p. m., of 
the same day.) 

AFTERNOON SESSION 


Senator Bratz. The meeting will come to order. 

Mr. Secretary, we will be very happy to hear from you as the No. 
witness for the afternoon on this present matter that is before us. 
You may proceed. 


STATEMENT OF HON. CLARENCE A. DAVIS, UNDER SECRETARY OF 
THE INTERIOR 


Mr. Davis. Mr. Chairman, I would like to make a statement with 
reference to this matter. 

In the first place, let me say that I am happy to be here and to present 
the views of the Department of the Interior with respect to the pro- 
posed extension of the present Healy River branch line, as far as the 
so-called Roth Reserve, approximately 6 miles beyond the present 
railroad. 

Under date of May 27, I wrote to Senator Jackson, chairman of 
this subeommittee, setting forth in some detail the conclusions which 
had been reached by the Department on the basis of very careful study. 
In that letter it was pointed out that Mr. Shallit’s petition was based 
entirely on various recommendations and statements made in 1953 or 
prior thereto, when it was thought that the demand and market for 
Alaskan coal north of the range would grow rapidly to a tremendous 
extent. 

Since 1953 many things have happened. The Korean war has come 
to an end, military building programs have been modified, and a more 

sareful analysis of the need for coal has been made. 

These factors have altered the situation radically. It is now clear 
that the volume of coal which would be shipped over such an extension 
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would be far less than was formerly supposed. This sharp reduction 
in the anticipated coal requirements north of the range has made it 
clear that the proposed extension cannot be justified. 

My letter of May 27 sets forth in somewhat more detail the facts 
upon which this conclusion is based. 

To go a little farther into this general problem, it seems to me that 
there are 2 or 3 points of view from which this proposed extension 
might be analyzed. 

First of all, would construction of the railroad help develop the 
coal production of the Territory? In other words, is there a market 
for additional coal production ¢ 

If so, there might be a valid argument for proceeding with the con- 
struction, notwithstanding the considerable expense in building this 
short stretch. However our study has convinced us that the market 
for coal produced north of the range is extremely limited. 

Building this railroad extension to reach the Cripple Creek mine 
will not, in our judgment, result in an expansion of coal production. 
It may improve the sales of one company at the expense of the other 
two, but it will not result in any increase in the total volume of sales, 
or inany overall expansion of the coal industry. 

Secondly, will construction of this extension result in savings to the 
Government and to civilian consumers in the cost of coal? This is 
strictly an economic question and must be answered solely on the basis 
of economic analysis. The key question here is, would enough coal 
be shipped and would the savings be great enough to amortize the 
cost of construction ? 

To answer this question, it must be recognized that even under the 
optinistic estimate of conditions that prevailed in 1953, and even 
assuming that all the savings would accrue to the consumer rather 
than to the producer, it would have taken 14 years to amortize the 
construction cost. Under present conditions, it is impossible to pre- 
dict whether the construction cost would ever be amorized. 

Thirdly, there is the question of the effect of this proposed extension 
on the financial position of the railroad. It would bring no new traffic 
to the railroad since the railroad already carries all the coal produced 
in the Healy River Valley. 

If rates were to be established according to the method usually 
employed in making rates under such circumstances, we would make 
the same rate to all the coal producers in the Healy River Valley. 
That would mean that the railroad would derive no revenue at all 
from this additional mileage, but, on the other hand, would be put to 
additional maintenance and operational expense of approximately 
$42.00) per year. In short, under such circumstances, the railroad 
would lose rather than gain, moneywise, from having the extension. 

As an alternative, it has been suggested that we might try to collect 
so much a ton from the coal producers to be served by the extension, 
this revenue to be applied toward paying off the construction cost of 
the railroad, 

Such a method of financing the extension would be rather unortho 
dox in the railroad business. Assuming that we followed such a sys- 
tem, it would obviously absorb all of the anticipated savings to the 
consumer or producer of coal for many, many years. 

If the Department of Defense should indicate to us that this exten 
sion is essential from the standpoint of national security, I feel.sure 
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we would give most serious consideration to the construction on that 
ground alone. However, the Departine nt of Vetense appare ntly does 
not consider that its ne eds require this construction. 

As the committee knows, we in the Department of the Interior have 
made a diligent effort to hold down unnecessary expenses and to avoid 
unjus stified construction programs in order to ¢ ‘conform to the adminis 
tration’s policy of reducing Federal expenditures. Since this exten 
sion cannot. be justified from the standpoint of economic developmen 
national security, or sound business, we do not feel we should reques 
funds for such a purpose. 

If the committee has any questions on this subject, I have with me 
a nuriber of members of my staff who are familiar with the details of 
the problem and who are in a position to supply any information the 
committee desires. 

In addition to that statement, Mr. Chairman, I might say that the 
letter which was transmitted, and which I assume you have seen, is 
in addition to my statement. 

Senator Brave. It has been made a part of the record. 

Mr. Davis. Might I suggest that since Mr. Frank Kalbaugh, who 
has been the manager of ‘the 1 ‘ailroad for the last 2 years, is present 
and is quite familiar with this whole situation with which I obviously 
2m not personally familiar, that we would appreciate it if Mr. Kal- 
baugh were given an opportunity to explain this situation as he sees 
it from what we think : is a very successful managership of the Alasks 
Railroad for the last 2 years. 

Then there are pra aie of the staff here who have been more 
or less familiar with this problem for some length of time. 

Senator Brite. We would be very happy to do that. The thing thai 
strikes the committee is the apparent reversal of position. 

You have commented in your detailed letter of May 27 on that, 
which of course was made a part of the record. It seems that that is 
the main burden before this committee, to determine the whys and 
wherefores of this apparent change as a result of certain findings that 
were made back in 1952 and 1953 and even some findings and state 
ments and acts of filing for right-of-way that were m: ade as late as 
_s 1954. 

I do not know whether you care to develop that or whether you 
would rather have us call upon the manager of the Alaska Railway 
and others. 

Mr. Davis. I think it might be better to call on some who have been 
cleser to it because I, personally, have not had too much to do with 
this except in a general wiiy. 

I do know this, that the militar y requirements there have rather up- 
set the timetable for everybody concerned. Instead of these est - ites 
which were made in 1953 of estimates running up as high, my 
memory is right, as seven hundred or eight hundred thousand oo a 
year, we are now down to 140,000 tons a year, and the military, of 
course, have a large stockpile which is accounting for some of that. 

But, undoubtedly, there have been material ¢ hanges i in circumstances 
as to the amount of traffic which this spur might serve. Now that is 
just a generality but that is, in general I think, the departmental posi 
tion. 

I would like to defer the details of it to some of these other gentle 
men. 
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Senator Biste. What is the departmental policy, Mr. Secretary, in- 
sofar as attempting to work out a means or method of obtaining ade- 
quate access for the Shallit property ¢ 

Mr. Davis. I think our policy in all of these cases with reference to 
lands over which we have contro] is, of course, to develop reasonable 
access to the property. 

Senator Breve. I might state for your information that one of the 
main bases of the petition of the complaint is that the present road serv- 
ing the Cripple Creek property of Mr. Shallit is inadequate. It is not 
an adequate road so that he can haul his coal from Cripple Creek to 
the railhead on the lower property of the Suntrana. 

Mr. Davis. I am a little farmliar with that and, as the committee 
may already know, of course, there has been a good deal of rivalry, 
iack of neighborliness shall we say, between some of the competitors 
in the area there and the right-of-way problem. The road especially 
has been a troublesome thing. 

I do not think anyone would dispute that Mr. Shallit, as a matter of 
principle, should have access. ‘The question is: Where and what com- 
plications ensue from that. 

Senator Brere. Is the Interior Department in a position to serve as 
arbitrator and negotiator in attempting to work out proper access for 
the Shallit property ¢ 

Mr. Davis. I am not too familiar with where they stand now. There 
have been applications—and I do not know whether they are still pend- 
ing or not—for various rights-of-way through the Usibelli property 
to this property. 

There have been, as you probably know, rather forceful objections 
by Usibelli to the various routes on the grounds that they were inter- 
fering with buildings and interfering with wells and all kinds of ob- 
jections of that nature. The parties have not been able to agree on a 
right-of-way to the mine. 

Senator Biste. That has caused the committee some concern, I think, 
because it appeared here in the later stages of the presentation, at least, 
that in applying to the railroad company for a spur line; first, there 
seemed to be some assurance that there would be one as a result of this 
committee hearing; that later on the position was changed; and then 
application was made to the road commission and the road commission 
gave no relief on the grounds that they would build a spur line. 

It appeared that somebody was throwing a hot potato from one to 
the other. I was wondering if there was some way to bring it to a head 
to determine whether or not the Interior Department itself can exercise 
powers to resolve this right-of-way problem. 

Mr. Davis. Well, Senator, I think it possibly could be resolved and 
I suspect that it ought to be resolved, perhaps by the designation of 
a route. I have had some question about the right of the Interior 
Department to simply, on its own motion, say “This is to be the route.” 

The applications which have been filed there, if my memory serves 
me right, I took a look at them perhaps a year ago while I was Solici- 
tor and I had the distinct impression then that they were not ade- 
quately defined on the map. 

I am sure you understand as a lawyer that you file these designa- 
tions with a map showing the rights-of-way. It seemed to me that 
it was vague, especially vague in the use of the Usibelli property. 
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It does create a diflicult thing to resolve when you have protests 
that this route causes damage in such a particular, that route is wrong, 
and the other is wrong. Yet somehow I would assume that Mr. Shallit 
was entitled to an access route to that mine. 

Senator Biste. It would appear to the committee that there has 
been some showing along that line. How is that resolved, A, B, C, D, 
by the Interior Department and what form does it take? It is insti- 
tuted through application 

Mr. Davis. Instituted through application for this particular 
route. Once you disapprove of that particular route and that par 
ticular application then, as I say, I question whether Interior has the 
authority to start changing the route and all that sort of thing. Maybe 
they have, but it has not been done. 

Senator Breve. What should be done then in order to clarify that 
question now ? 

Mr. Davis. What I was very much in hopes could be done was that 
these people could agree on a route which we would readily approve, 
of course. 

Senator Brsiz. If they cannot approve of a route, what is the next 
step ¢ 

Mr. Davis. Then we would have to resolve it anyway. 

Senator Biever. It would be by the Interior Department’s final 
determination ¢ 

Mr. Davis. That is correct. 

Senator Bree. There is no question about the statutory framework 
for doing that ? 

Mr. Davis. I do not believe there is. 

Senator Brete. Thank you very much for your kindness, Mr. Sec 
retary. I know you are very, very busy and you certainly may be 
excused, 

Mr. Davis. Thank you. 

Senator Bratz. I think it is proper now that we call Mr. Kalbaugh. 
I was glad to learn that he ran the leading railroad in Nevada for a 
number of years. 


STATEMENT OF FRANK E. KALBAUGH, FORMER GENERAL 
MANAGER OF THE ALASKA RAILROAD 


Mr. Katsaven. Thank you, Mr. Chairman. 

Senator Brste. Do you have a prepared statement ? 

Mr. Karpaucnu. No, Senator, I have no prepared statement. I was 
not informed until yesterday that I was requested to be here so, as a 
consequence, I did not prepare a statement. 

Senator Brste. First, will you identify yourself for the record? 

Mr. Kaispaucu. My name is Frank E. K: Ubaugh and I w: ae neral 
Manager of the Alaska Railroad from September 1, 1953, to April 
1, 1955. 

"Senator Brste. In your employment during that time, are you 
familiar with the present problem as presented by the Shallit petition ? 

Mr. Karsavuen. Yes; in a general way, during my tenure in Alaska, 
I am familiar with the problem. I had the opportunity of looking 
over the area personally in August of 1954, which was my first,.in 
fact only, trip up through that area to look at the topogr aphy of the 
country with relation to the possibility of building a railroad up in 
that area. 
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I might state that on my arrival in Alaska, sometime after my 
arrival, the matter was brought to my attention of this proposed 
extension of the Suntrana branch through the Usibelli properties and 
through the Cripple Creek property up to the Roth Reserve. 

At that time it was represented to me by certain of the people on 
the railroad and elsewhere that the problem was one of national de- 
fense. In other words, that the Defense Department was interested 
in getting a railroad up there to get the coal out. 

Subsequently, on a trip to Washington in, as I recall, the fall of 
1954 I found out that the Defense Department had notified the Interior 
Department that they would not support such an extension; that was 
brought to the attention of the Interior Department in connection 
with Mr. Shallit’s application to the ODM people for a loan as he has 
outlined. They turned it down on the basis that it was not necessary 
to defense and, as a consequence, I believe the petition for a loan was 
withdrawn. 

Mr. Shallit asked me if I would not serve upon this board of direc- 
tors along with others in the railroad group. I told Mr. Shallit that 
I did not believe it was proper for the Alaska Railroad to be repre- 
sented on any such group and, if he did secure such a loan, that it 
should be someone else that should control it rather than have the 
railroad mixed up in it. 

The loan was denied, or at least it was withdrawn on the basis that 
it would be withdrawn because the Defense Department informed us 
the extension of the railroad could not be justified from the defense 
angle. That then left it purely and simply a question of economics 
as to the railroad, would the railroad built it. 

In analyzing the matter from a very practical standpoint, I did not 
see how 1 ton of coal more was going to be shipped over the railroad 
than is presently being shipped over the railroad if the spur were ex- 
tended. So, from a practical standpoint, I could not see why the rail- 
road should spend nearly $1.5 million on something that would bring 
no revenue in and particularly after the Congress had indicated on 
many occasions that the Alaska Railroad should be on a self-sustain- 
ing basis and should cease coming to Congress and cease asking for 
continued appropriations. 

So, as a result, I did nothing about it. In fact, the only concrete 
action I took was the withdrawal of the application to the Bureau of 
Land Management of our request for a right-of-way easement through 
this property in order to construct a railroad. 

Senator Brete. And in making that withdrawal, you based it upon 
what, specifically ¢ 

Mr. Kaxeaucu. It was based primarily upon the fact that the rail- 
road could not justify it from the economic standpoint. In other 
words, it would cost the railroad additional money to operate and 
maintain this without additional revenues coming in to support it. 
There would be no more coal shipped than had been shipped pre- 
viously and I could not see the position, could not take the position, 
that the railroad should subsidize one coal operator in order to get 
him on a more competitive basis with other operators. 

Senator Brste. As I understand it, the cost of building a spur into 
Cripple Creek varies somewhere between $1 million and $1,450,000, 
and those are your figures; is that correct ? 
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Mr. KarpauGcu. Those were figured at the time, Senator, yes; but, 
however, those figures were made prior to my arrival in Alaska. I 
have always felt that they were ultraconservative. 1 doubt very 
much that it could be built for that amount of money. 

Similarly, the proposed route was surveyed in part and then a re- 
connaisance survey made of the balance and, after looking at it on 
the ground, I do not believe that it would be practical for the railroad 
to be built where the proposed survey was initially outlined. 

[ discussed that matter informally with Mr. Shallit and, as I recall, 
I am not too sure of this, he agreed that a possible relocation, if the 
railroad were to be built, would be the thing. In other words, the 
railroad would be then faced with the same trouble he is having with 
his road, the railroad would be washed out and it is true the railroad 
would have to be replaced at a cost to the railroad and not to the mine 
operator. 

It just seemed to me that as long as this mine is up there, I figured 
it out that Mr. Shallit went in and developed this property and he 
certainly knew what he was getting into; that if it could not be justi- 
fied from a defense standpoint, 1 could not justify it from a railroad 
standpoint. 

Senator Bisie. Prior to the time you made withdrawal of the 
right-of-way, was that before the Bureau of Land Management, is 
that the agency that would handle that 4 

Mr. Karpauen. Yes, 

Senator Brete. Prior to that, what representations, if any, did you 
make to Mr. Shallit concerning the construction of a spur ? 

Mr. Kargaven. I told Mr. Shallit that [ would have no objection 
to constructing the trackage up there if the money were appropriated 
for it, but I was not in a position to make the request for the money 
to be appropriated and that I was not then and I still would not be 
if I were still connected with the railroad. 

Senator Bible. During the time you were connected with the rail- 
road, did you ever give ‘Mr. Shallit reason to believe that you felt 
the railroad should be built into his property ? 

Mr. Katsaueu. No; I did not. If I did, it was not the intention 
to do so. I did not come right out and tell Mr. Shallit, as I recall, 
that I would either oppose or support such a move because, after 
all, it was not my decision to make. All of these people who made 
reports on the proposed extension of the Suntrana Branch, it’s true 
that there have been reams of reports and correspondence made about 
it but as I recall our files on Alaska, no decision was ever made either 
in this administration or the prior administration at a level where it 
would have to be made whether it would or would not be extended. 

Senator Brnte. And you were no party to ever making such a rec- 
ommendation 4 

Mr. Katsaven. No. 

Senator Bretr. Could a railroad be built into the Cripple Creek 
area without disrupting the mining operations of the Usibelli 
property ¢ 

Mr. Katnauen. I am not sufficiently qualified in mining, Senator, 
to answer that. I do not know. 

Senator Brste. The committee called to my attention that they were 
under the impression that sometime during the course of your em- 
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ployment with the Alaska Railroad, you had recommended the spur. 
I do not know whether that is correct or not. I understood you to 
say you never recommended it. 

Mr. Karsaveu. Not on the basis of it being built by the railroad 
except in support of a request from the De ‘partment of Defense that 
it was necessary from the defense standpoint. But if it were not nec- 
essary from the defense standpoint and the Department of Defense 
incieated that it was not, then I would not :ccommend it. In other 
words, I did not_place myself in the position of recommending the 
extension of the Suntrana branch in opposition to the Department of 
Defense. 

Senator Binte. Apparently this particular letter that Mr. French 
had reference to does not bear directly on that point. It bears more di- 
rectly on the question of right-of-way. I think that is all I have, 
Mr. Kalbaugh, unless you have something to add for the- enlighten- 
ment of the committee. 

Mr. Katsauen. No; really I cannot think of anything, Senator, but 
if there is anything subsequently that you would like to discuss with 
me, I would do my utmost to answer. 

Senator Biste. My understanding of your testimony is that the costs 
of between $1 million and $1,450,000 were established by your prede- 
cessor with the Alaska Railway and that your opinion is that that cost 
figure, if anything, is conservative. 

Mr. Katsaven. Yes, sir; notwithstanding that they had planned on 
using old secondhand 70-pound light rail for the extension. But the 
bridges in themselves were going to be the very expensive items. 

Senator Biste. Thank you very much. 

Mr. Kateaucu. Thank you. 

Senator Brste. Maybe we ought to have the present manager of the 
Alaska Railroad. I understand the assistant manager is here. 

Will you state your name and identify yourself for the record ? 


STATEMENT OF JOHN E. MANLEY, ACTING MANAGER OF THE 
ALASKA RAILROAD 


Mr. Mantey. John E. Manley, Assistant General Manager of the 
Alaska Railroad. 

Senator Brae. You have been acting in that capacity for how long 
a period of time? 

Mr. Maney. Since July of 1949. 

Senator Brste. You are familiar with the petition as filed by Mr. 
Shallit ? 

Mr. Mantey. Yes, sir; Iam quite familiar with it. 

Senator Brste. Are you familiar with the requests that have been 
made for the building of a spur track into the Cripple Creek area ? 

Mr. Mantey. Yes, sir. 

Senator Brete. What assurances have you made or has the Alaska 
Railroad made to Mr. Shallit concerning the spur ? 

Mr. Mantey. I do not think that the Alaska Railroad made assur- 
ances to Mr. Shallit directly, Mr. Chairman. The railroad did apply 
or request funds for the year ending June 30, 1953, the fiscal year 1953 
appropriation. The railroad requested, as I recall, $1,350,000 for the 
extension of the Suntrana branch. 

Senator Brstz. That request was based on what ? 
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Mr. Mantey. That request was based on the then tonnage predic- 
tions given by the military for projected coal tonnage requirements. 

Senator Biste. Was a similar request made after that particular 
date ¢ 

Mr. Maney. No, sir. 

Senator Bisie. | take it that appropriation was not allowed. 

Mr. Mantey. That is right, sir. 

Senator Brete. The request has never been renewed ¢ 

Mr. Mantey. No. sir; not to my knowledge. 

Senator Biste. What is your feeling as to the construction of this 
spur track into the Cripple Creek area / 

Mr. Mantey. Mr. Chairman, in April, I believe it was April of 
1953, I wrote a letter to Mr. Lowell Puckett of the Bureau of Land 
Management and requested the withdrawal of land for a railroad 
right-of-way from Suntrana to the Roth Reserve. That request was 
based largely on a series of meetings which were held by, 1 believe 
Mr. Lud Anderson, of the Bureau of Mines. Perhaps it was My. 
Leo Saarela. 

These meetings were held subsequent to the time the railroad real- 
ized that the money would not be forthcoming from Congress. 

Senator Bieter. These meetings were held when ? 

Mr. Maney. Subsequent to our understanding that the money 
would not be appropriated for the extension of the Suntrana branch, 
At that time both coal operators, both Mr. Usibelli and Mr. Shallit, 
were striving to arrive at a means whereby they could finance the con- 
struction, whether by means of a reduction in their price to the pro- 
curing officer or by contributing labor. 

Mr. Shallit stated at these 1953 meetings that he could save, I be- 
lieve the figure was 84 cents per ton should a rail spur be built and, 
at the same time, Mr. Usibelli was in favor of a rail spur; in fact, he 
stated that he would contribute $50,000 toward the construction of 
such a spur. 

Senator Bisitx. Now, this was in the spring of 1953, is that correct ? 

Mr. Mantey. Yes. 

Senator Brste. You may proceed. 

Mr. Mantey. Since both operators were striving for a spur, we ini- 
tiated action with the Bureau of Land Management in order that 
there would not be any legal question as to the right-of-way between 
Suntrana and the Roth Reserve. That, I believe, is the last action. 

Senator Brstr. That is the last action that you took, is that correct 4 

Mr. Mantey. Yes, sir. 

Senator Biste. And that was later withdrawn by Mr. Kalbaugh, 
is that correct ? 

Mr. Mantey. Yes, sir. 

Senator Breie. I note in this letter or this filing under date of 
April 29, 1953, that after making the request and describing the right- 
of-way, you state as follows: 

You will note in our letter of June 23, 1952, that the railroad contemplates the 
extension of this line in order that the Usibelli Coal Co., Cripple Creek Mining 
Co. and any future producers may have access to the Alaska Railroad, thereby 
reducing the costs of operation which in turn are passed on to the Govern- 
ment in reduction of bid prices for the furnishing of coal as well as to private 
industry. It is estimated that the ‘construction of this line would result in 
the reduction of coal costs to the Territory of $200,000 annually, 
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[ am directing your attention partontasty to that last sentence 

where you state that it is estimated the construction of the line will 
result in the reduction of coal costs to the Territory of $200,000 annu- 
ally. Upon what was that based ¢ 

Mr. Manuey. Mr. Chairman, as I recall it, that estimate was based 
on statements made by Mr. Shallit in the meeting held in the spring 
of 1953. Mr. Shallit indicated, and I was informed it was an esti- 
mate only, that he could in some manner or other contribute or save 
approximately 54 cents a ton if a rail spur went up there. 

On the basis that Mr. Shallit hauls approxim: itely 6 miles and the 
Usibelli Coal Co. hauls approximately 3 miles, we halved the amount 
of savings that Mr. Shallit would make and applied that to the ton- 
nage that would be shipped from the Usibelli Coal Corp. and mul- 
tiplied that by the projected coal tonnage for the following season 
that we obtained from the military. It produced, I think, actually 
$9.01 O00 y 

Senator Bisie. What projected tonnage did you take in arriving at 
that figure / 

Mr. Manury. I think it was the fiscal 1954 tonnage, which was 
approximately 350,000 tons as the combined tonnage from Usibelli 
and the Shallit property. 

Senator Bratz. Well, is it your opinion now that you would save 
that much in coal costs by building a spur into this property ? 

Mr. Manuey. Well, Mr. Chairman, on the fiscal 1956 tonnages, 1 
would like to stress incidentally that the railroad would not save any- 
thing. It would actually mean an added cost. 

Senator Brsxe. I understand that. 

Mr. Manuey. The 1956 tonnages out of the Suntrana area are, 
roughly, half of what they were for 1954. 

Senator Braue. It would be half that. Do you think that the users 
in the Territory would save $100,000 then in this next fiscal year if 
the spur were constructed ¢ 

Mr. Manuey. There are a lot of variables. If all of the coal were 
sold by the Suntrana Coal Corp., there would be no saving. 

Senator Briere. | understand. 

Mr. Mantey. If it were all by Usibelli, it would be a lesser saving, 
or if it would be all by Mr. Shallit there would be a greater saving. 

In fiscal 1954, the year that estimate was made, there were approx}- 
mately 550,000 tons of coal, I believe, from the Suntrana area, of 
which approximately 350,000 tons were shipped by Usibelli and 
Shallit. The total military requirements as projected for the fiscal 
year 1956 for north of the range is 150,000 tons so the reduced tonnage, 
of course, will upset the picture by quite an amount. 

Senator Bree. This right-of-way request was filed April 29, 1953, 
which is just 2 years ago, by yourself. That was done under what 
authority’ Were you authorized to do that or is that within your 
purview as manager ¢ 

Mr. Manuey. As acting general manager. Actually, Mr. Chair- 
man, under the railroads enabling act, it is not necessary to make such 
a filing. I think it is title 48, section 301 through 309, which indicates 
that and also title 48, section 411, confers the right on not only the 
Alaska Railroad but I believe any railroad in the Territory to achieve 
a right-of-way by the construction of rail lines. But at the time that 
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letter was written, the whole thing was in a state of finx and it was 
felt that if the railroad were hot construc tect, this same plan that Nii. 
Shallit was working on could perhaps be utilized 3 n part for a road 
to be construe ted, as you might 5a by the method of the pi Nei} yal 
beneficiaries financing it. 

Senator Bisie. The real purpose of my question is to determine 
why the change in attitud , beeau e it does see to me that in 1952 ane 
1953 there were some definite indic ations that right-of Way Was to be 
secured and that a spur line was to be built and that representations 
were made | Vv certain people, possibly including your elf, and then 
a short time after that the picture seems to have cha ered, bx tly 
why did that picture change / 

Mr, ea y. At the time of this letter being written, Mr. Cha 


hia . there Was No request 101 funds on the art OF the rallroad thetiect 
nae he extension of this spur. We had, as I say, Made ior the fiscal 
year 1953, a request for $1,550,000 for such an extension and the fund 


had been deleted. At the time of writing this letter, it was my per 

sonal opinion that in view of the apparent enthusiasm at that time 
of both coal operators, that they would achieve some method of finane 
ing. As I said before, Mr. Usibelli offered $50,000 toward the ini- 
tial construction of a rail line. Mr. Shallit at these meetings ind- 
cated that he had been conferring with the Navy officer who does the 
procuring for the military coal procurement. 

They both, and Mr. Shallit especially, felt so confident that they 
could achieve some financing that the letter was written to the Bureau 
of Land Management merely as preliminary step so that there would 
be no delay if it turned out that the matter could be financed 

Senator Bisur. Was that filing on behalf of yourself or the Alasia 
Railroad bolstered by whatever type of showing you had before you ¢ 
Was that passed on to the Interior Department to secure from them 
a positive statement as to their policy ¢ 

Mr. Manuery. I would have to presume, Mr. Chairman, that it was 
passed on in the form of copies. I do not believe I could answer you 
definitely on that without referring to the files. 

Senator Bist. Since the date of your filing of April 20, 1953, again, 
what has come about to change the position of the Alaska Railroad ¢ 
Does it boil down purely and simply to the estimated needs of the 
Defense Department, the two airbases / 

Mr. Manuey. That is correct. It was my understanding, and I 
am not too familiar with this Healy or this Cripple Creek Spur, Inc., 
that Mr. Shallit spare of this morning. 

L was aware that the incorporation Was in progress and he, Mr. 
Shallit, at least, was hopeful that by that method the spur could be 
financed. At the time that Mr. Kalbaugh mentioned that he caine to 
Washington, he apparently received information to the effect that the 
Defense Department or the proper authorities were not going to lend 
the money, whic h tended to just abolish the whole plan, you might say. 

Senator Binie. Are you qualified to speak as to whether or not a 
spur could be built into the Cripple Creek property without endan 
SAE OOP ERERPOT OVS, sibelli’s. 

Mr. Maney. I believe the Usibelli Coal Co, approached the rail 
road, either with co See or verbally, and indicated that a 
rail line would cause them difficulties. In any event, the ratiroad 
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wrote to Mr. Saarela and requested advice as to whether such a spur 
or line would destroy the value of mining property, and I believe 
Mr. Saarela’s answer is in Mr. Shallit’s presentation. He indicated 
that he did not believe it would be detrimental. 

Senator Brste. I think that is all we need at this time, Mr. Manley 
Thank you very much. 

Mr. Mantey. Thank you. 

Senator Bisie. I think it might be well to call on Mr. Saarela 
now. 

Do you havea prepared statement, Mr. Saarela ? 


STATEMENT OF LEO H. SAARELA, REGIONAL MINING SUPERVISOR, 
UNITED STATES GEOLOGICAL SURVEY, ANCHORAGE, ALASKA 


Mr. Saarevta. No; I do not. 

Senator Bisie. Will vou identify yourself for the record, pleace ? 

Mr. Saareva. I am Leo H. Saarela, regional mining supervisor 
for the Geological Survey in Alaska, a mining branch of the Geologi- 
cal Survey, and my position is to supervise the mining operations 
under the leases on the public lands and, as practically all of Alaska 
is on public lands, all the coal leases in the Territory are under the 
Survey’s jurisdiction. 

Senator Brerre. You are familiar with this Healy-Cripple Creek 
area / 

Mr. Saareva. Yes: Iam. 

Senator Brere. That you heard discussed this morning and this 
afternoon ? 

Mr. Saarena. Yes. 

Senator Bisre. I might ask you, because of Mr. Manley’s last state- 
ment, What is your opinion as to the construction of a spur line from 
the Suntrana property to the Cripple Creek property insofar as it 
might adversely affect the mining property of the Usibelli Corp. ? 

Mr. Saarena. Well, Mr. Chairman, that problem has been dis- 
cussed a number of times as there continually seemed to be objection 
by the Usibelli Coal Co.. but. I believe that the road could be routed 
without an undue hardship or difficulty as far as the Usibelli Coal 
Co. is concerned. 

Senator Briere. That was the opinion you expressed in response 
to Mr. Manley’s inquiry to you previously ? 

Mr. Saarena. That is right. 

Senator Bree. It is still your opinion ? 

Mr. Saareta. That is right. It might be a little difficult, but most 
of the stripping reserves on the Usibelli property—the large strip- 
ping reserves in the vicinity of the haulage road and the proposed 
extension of the railroad have already been mined out, and while 
it would take some study and careful preparation as far as G-bed, 
which is on the foot wall of the No. 1 bed, is concerned, most of the 
coal on No. 1 bed, for instance, has been already removed so while 
it isa problem, I think it is not an unsurmountable one. 

Senator Bree. If you could secure a right-of-way without undue 
damage to the Usibelli Coal Mining Co., I assume you could require 
right-of-way for road purposes by the same standards; is that right? 

Mr. Saareta. That is true. There was a railroad right-of-way, 
and I think Mr. Shallit himself, for the Cripple Creek Coal Co., has 
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a right-of-way application in and it was acted upon by the Depart- 
ment. lam fairly certain of that. 

Senator Brste. Do you have any testimony to add to what was said 
this morning concerning the reserves in this particular area ¢ 

Mr. Saareva. Well, leasing block 28, which is the old Roth prop- 
erty, has been reserved many years on the question of military neces- 
sity. 

Going back to the history of coal production in the Territory, you 
must realize that Alaska produced at the rate of about 200,000 tons per 
year for many, many years. 

In 1942 and 1948, as the result of the establishing of military posts 
in the Territory, the requirements for coal jumped alarmingly. 

In the Healy property there were a number of problems, inc luding 
mine fires that jeopardized the situation. In fact, the mines of the 
‘Territory in 1943 were hard pressed to get coal to keep the establish- 
ments going. So that was the reason for the leasing of the Usibelli 
Coal Co. in the first place. 

The leasing of the Usibelli coal was started in about 1944 and has 
continued to the present date. The Alaska coal production has in- 
creased to approximately 880,000 tons a year in 1954. Last year it 
dropped down to 660,000 tons and I think will continue, the need will 
continue, at a level of about 700,000 tons per year. 

I might also add that the Department set up the Connors committee 
to investigate and throw additional light on the question of coa) pro- 
duction problems in Alaska and that committee came up in the summer 
of 1954 and investigated the situation thoroughly. The committee 
came up with greatly increased coal consumption figures. In fact, I 
think some of their figures were as high a 1.5 million tons per year. 

Those figures have not materialized for the simple reason that there 
have been delays in construction and we have had two very mild 
winters. However, the capacity of the present military plants in 
Alaska is far over 1 million tons per year; that is, the actual boiler 

capacity of the plants. 

We have gone. over the problem in very, very great detail as did the 
Connors group. Those figures have not firmed up but it has been the 
position of the Department to insure that a proper supply of coal be 
available because certainly we would be severely criticized if an ade- 
quate ey of Co% al were not available. It takes a considerable le neth 
of time to get a mining operation going. In fact, we issued a lease last 
vear to the Arctic Coal Co. in Lignite Creek, to the north of Healy 
River, with the understanding that in possibly within a 3-year period 
that company could get into operation and probably meet the addi- 
tional demand. 

As I stated before, the fact is that the coal consumption necessary 
demand has not materialized. However, I would like to point out that 
the present boiler capacity of these various military plants, plus the 
civilian plants is over a million tons per year. 

I have not heard anything today about the civilian consumption 
here which isa factor that should also be considered. 

Senator Bisie. I would like to have you comment on that. 

Mr. SaareLa. That is a material part of this picture. I think last 
year the total production was around 700,000 tons from all of Alaska 
and about 400,000 tons of that came from the Healy field, and I believe 
that about 260,000 tons of that were civilian. 
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So we are not faced only with the military, we are also faced with 
the civilian demand and being positive that enough coal-producing 
capacity exists in the area. 

The problem of transportation as, for instance, Lignite Creek, is 
an unsurmountable one. It is very, very difficult. However, the De- 
partment issued a lease but, these leases, of course, do not guarantee 
that the mining operation is going to bea profitable one. 

[ think that the question of the reserves of each individual property, 
should be examined in this problem that we have here today. 

Senator Bisie. Is it your opinion that a spur line should be built 
into this particular area? You are laying quite some stress on the 
Roth property as well, if J understand you. 

Mr. Saareta. The Department of Interior at the time the Roth 
reserve was set up in 1950, I believe, went around to the various agencies 
and asked the military and other departments whether or not they 
thought the leasing of block 28 was essential to maintain a supply of 
adequate coal. I believe that was written up in a public lands order 
in 1950. I donot know the number of the land order. 

We have a member of the staff here, Mr. Abernathy from the Geo- 
logical Survey, and I think he has knowledge of the language of that 
public land order. 

Senator Bisie. Your purpose in commenting on that is what, for 
the sake of the record ? 

Mr. Saareta. The purpose of leasing block 28 was to be positive 
that an easy, available source of coal would be ready for the military 
in case it was necessary. 

Senator Bisie. Was it or was it not leased ? 

Mr. Saareia. It was not. It is still in reserve. 

Senator Bisie. Still in reserve ? 

Mr. Saareta. That is right. 

Senator Biste. Have you answered the question as to the desirability 
of constructing or extending the spur line into that particular area? 

Mr. Saareia. Well, as I say, the tonnages did not materialize. 
However, that-is a problem that may arise at any time. In other 
words, should we have a conflict, should there be a great increase in 
the demand for coal, it is entirely possible that leasing block 28 might 
have to be utilized. 

Senator Bist. My attention has been directed to a statement that 
has been attributed to you during the Alaska Field Committee’s Coal 
Subcommittee meeting on April 30, 1953, where I am advised you 
made the statement that the hauling of 140,000 tons 3 miles by Mr. 
Usibelli and 150,000 tons 6 miles by Mr. Shallit would cost the Govern- 
ment approximately $300,000 this year. Is that a correct statement? 

Mr. Saareta. | believe that is a reasonable statement. 

Senator Bree. How is that calculated ? 

Mr. Saarexa. That is calculated on a tons-per-mile basis. I do not 
remember what figures I used at that time but it would seem to me 
that it is cheaper to haul coal by rail than it is by truck because using 
a figure roughly 25 cents a ton-mile, or 20 cents a ton-mile, versus 
probably 4 or 5 cents a ton-mile for a railroad, I think that the com- 
parison is obvious, 
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In other words, you are going to have a saving. Whether or not 
that saving would be passed on to the consumer depends on the oper- 
ator, of course, but in this case the military was paying the entire 
bill. 

Senator Biste. So [ understand. So there would be a saving, ac- 
cording to your statement, according to the Government because they 
would be saving that much money through the use of railroad trans- 
portation rather than truck transportation 

Mr. SAARELA. Yes. 

Senator Bisie. Based on the figures of 150,000 tons from the Usi 
belli and 150,000 from Shallit ¢ 

Mr. SAARELA. Yes. 

Senator Bisie. And you believe that same statement is true tod: Ly % 

Mr. Saareva. I believe so, yes. 

Senator Bisie. | assume, based upon that statement, that you be- 
lieve extension of a branch line through the Usibelli lease would re- 
sult ina more economical operation to the Cripple Creek property then; 
is that true ¢ 

Mr. Saarera. Yes. 

Senator Bratz. Would that same hold as to the Usibelli property 
itself ¢ 

Mr. Saarena. I believe it would, although the Usibelli management 
has disagreed with that. They have a tipple to move. At the rail- 
head they have their present tipple. In other words, they are truck- 
ing their coal from 3 miles or more and they have their tipple at the 
railhead at the present time. However, they have indicated that it 
would cost too much to move the tipple and that is the prohibiting 
argument, I believe, in their statement that they do not want to use the 
railroad. 

Senator Birnie. I guess in view of your statements that it undoubt- 
edly follows that i in the event of some type of emergency, it would cer- 
tainly make the Roth property far more accessible if the spur line were 

built at least to Cripple Creek. 

Mr. SAARELA. . Yes, it would. 

Senator Braue. I think that follows very naturally from what you 
have developed here. 

Mr. Saarena. In other words, there is another point that I do not 
think has been explored. We have to consider these problems in the 
light of physical reserves on each property. 

In other words, everyone here appears to think that a coal property 
is something like a gas well or something like that that you just turn 
on a valve; that isnot true. You are depleting reserves constantly and 
to increase production there are a number of problems that have to be 
taken into consideration at great amount of time and cost. 

Senator Biste. What, in general, is the overall picture concerning 
the development of the Alaska coal reserves? What has been cone 
along the line of developing the Alaska coal reserves / 

Mr. Saareta. I do not quite understand your question, sii 

Senator Brie. How extensive have the explorations been toward 
developing coal in Alaska ? 

Mr. Saareca. Well, Alaska is unlike anywhere else in the world, I 
believe, for the simple reason that an intensive metamorphism and di- 
astorphism has changed the structure of the coal beds, making coal 
mining a very precarious and a difficult and costly operation. 
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We have two areas of coal that we are drawing from and for which 
the railroad was built. The language of the railroad act of 1912 states 
that the railroad is built to open up the Alaskan coal lands to develop- 
ment by the Navy and that is one of the reasons for the railroad in the 
first place to the Matanuska field and the Healy field. 

In the Matanuska field, we have today only one large operator due to 
the fact that faulting, folding, and other conditions have made mining 
there very costly. The beds there are thin. It, however, happens to be 
a better grade of coal. It is bituminous coal, running around 11,600 

3. t. u. and it isa better grade of coal. 

In the Healy River area, however, we have a subbituminous coal, 
running around 8,600 B. t. u. and, as the railroad progressed or was 
built to these various areas— 

Senator Bisie. Are these the only two areas? 

Mr. Saareva. That are producing at the present time for any large 
commercial production. It other words, we have a lot of coal area but 
we do not have any production capacity except from these two areas. 

As the railroad was built past the Healy River, a spur was con- 
structed to the Healy Coal Corp. site. There was some early coal min- 
ing around the old station site of Healy. However, it was realized 
that that was not a good mine site and the thing that was objected to 
was the coal mining going on under the tracks so they shifted up to 
Healy River and are in their present position. 

One of the witnesses said this morning that they had been mining 
since 1922 and that istrue. Healy River, or the Suntrana Coal Mining 
Co., was the principal producer up until about 1944 or 1945, when Mr. 
Usibelli began his operations. Healy River Coal Corp. has produced 
over 2 million tons in its about 30 years. 

You asked that question this morning. 

Senator Brste. Yes. 

Mr. Saarewa. In the Healy field, production has gone on very stead- 
ily and with considerable increase. 

Senator Brntez. What further steps are being taken to develop coal 
reserves in Alaska other than what you have commented on ? 

Mr. Saareta. The Geological Survey has done a considerable 
amount of geologic work—that map is an example—in all coal fields in 
Alaska and, besides that, the Bureau of Mines has been doing a con- 
siderable amount of drilling in the Matanuska field where the faulting 
and folding problems are difficult ones. 

So there has been considerable amount of help in that way of ex- 
ploration. 

Senator Brsxe. I take it that you are in full accord with the Govern- 
ment policy of continuing development of the coal reserves in Alaska ? 

Mr. Saareta. That is right. 

Senator Brete. Are there any better means of developing reserves 
above Usibelli than would be Cripple Creek and block 28 through the 
extension of the branch line? Is there any other way to get it out? 

Mr. Saarexa. I do not think so. 

Senator Briere. I think that develops it very well, Mr. Saarela. 
Thank you very much. 

Mr. Saareva. Thank you. 

Senator Bratz. Mr. Ghiglione ? 
Do you have a prepared statement ? 





DIN LEME SECRET O 


DD A FRET T CI 9 


a ae aS Ri 


the alah TRE IERe 


fa ak 


Si cab iat AM 8 Salen as A CD hae Sects BeNOR AR HAR 










> 


ie) 


rte hes sastadl 


‘ 
; 





ALASKA COAL LANDS vt 


STATEMENT OF ANGELO F. GHIGLIONE, COMMISSIONER, ALASKA 
ROAD COMMISSION 


Mr. Guicuione. No, I do not havea stateme nt, sir. 

Senator Brsie. Will you identify yourself for the record, please 

Mr. Guieiione. I am Angelo F. Ghiglione, Commissioner of the 
Alaska Road Commission. I have been with the Alaska Road Com- 
mission for 20 years, a commissioner since 1951. 

Senator Brete. Are you familiar with the petition that has been 
filed in this case ¢ 

Mr. Guiauionr. Yes, sir. 

Senator Bisie. And the general problems that arise as to both rail- 
road rights-of-way and highway rights-of-way, road construction ¢ 

Mr. Guiaiionr. Yes, sir. 

Senator Bisie. It is my understanding that it is your feeling the 
construction of a road by your commission would more quickly pro- 
vide the needed access to the Alaska Railroad ; that is, the construction 
of a road from the spur into this property involved. 

Mr. Guieiione. Yes, sir. I should qualify that. When we origi- 
nally were contacted by Mr. Shallit when he first opened up this prop 
erty, his request to the road commission was given consideration along 
with similar requests from elsewhere in Alaska for assistance to open 
up properties in Alaska. 

It has always been the policy of the road commission to assist wher- 
ever a road will become a public road and contributions or coopera- 
tion by the requester are offered. In that case, we did recognize that 
Mr. Shallit needed assistance on the road and we offered assistance 
on the cooperative basis, however, always recognizing that we were 
limited in funds to projects of fifteen or twenty thousands dollars in 
scope. When we got into Mr. Shallit’s picture a little further and 
saw the scope of it, and also recognized that it would be more desirable 
to have the railroad extended into the area, since this was just a stub 
road from the railroad and not connected with any road system, the 
policy of the department came to bear in which we backed out of it 
frankly, and supported the justification of a railroad extension. 

Senator Bratz. You say the policy of the department came to bear; 
how did that come about ? 

Mr. Guieiionr. Through the Office of Territories, under which both 
the railroad and the road commission are concerned and through the 
Alaska field committee which was brought out in the presentation. 

All the interior agencies got together about three times a year in 
Alaska and discussed our mutual problems. It was the feeling of 
the entire committee at that early stage that it would be more desir- 
able to support a railroad extension than a road. 

Senator Brate. Who made that determination / 

Mr. Guientione. That was the Alaska Field Committee made up of 
the heads of all the Interior age neies in Alaska. 

Senator Brete. Who are the heads of the Interior agencies in 
Alaska ? 

Mr. Guicrione. That is presented in Mr. Shallit’s statement. There 
is the head of the Alaska Railroad, at that time Colonel Johnson ; 
the head of the Bureau of Land Management, Mr. Puckett; the head 
of the Road Commission, at that time Colonel Noyes; the Bureau of 
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Mines; Geological Survey; Bureau of Indian Affairs. I believe that 
covers the field. 

Senator Binte. That determination was made in what year? 

Mr. Guiciione. It is in the record there, about 1951 or 1952. 

Senator Breir. And it was resolved then that it was preferable to 
serve this area by a spur railroad line rather than a highway; is that 
true? 

Mr. Guiegiione, That is true; yes, sir. 

Senator Breve. Is that still the thinking of the Road Commission 
of Alaska? 

Mr. Guiciione. It was our thinking up until just the recent deter- 
mination that the Department does not support a railroad based on 
tonnage figures of coal. Now it looks like we are back in the picture. 

Senator Brie. How are you back in the picture ? 

Mr. Guieiione. In that any request for road assistance will come 
tous. If Shallit fails to get a railroad, I know he is going to be back 
asking for a road. 

Senator Brste. When he comes to ask you for a road, then what 
do you do? 

Mr. Guietionr. Then we are in a position, as I said, where we can 
assist on that type of road if it is of small scope; in other words, fifteen 
or twenty thousand dollars. 

Senator Biste. How much would a road adequate to take care of 
Mr. Shallit’s needs to the spur line cost, 6 miles ? 

Mr. Guieiione. We have never run our own survey there but, based 
on the Alaska Railroad survey, located a road in the canyon practically 
over Mr. Shallit’s road, with all of the riprap and protection against 
the river floods, would exceed half a million dollars. Such a project 
now would require identification in our budget and we would have to 
request the funds from Congress. 

Senator Biste. What type of road would you have if you spent 
$500,000 ? 

Mr. Guiciione. It would still be a gravel road but down in the 
river, in the canyon, practically on the railroad right-of-way grade 
which is a terrific section of road to build; that is why Mr. Shallit 
loses it every year. Such a road, as I say, would require justification, 
identification as a project in our budget and, frankly, with all the 
other development in Alaska that is required, it would not be very 
high in priority in the needed projects in Alaska when the cost is 
considered. 

Senator Brete. What category of road does this fall under, is it a 
mine to market ? 

Mr. Guiciione. I suppose that is what you would call it; yes, sir. 
But for us, the present road there is not ours. 

Senator Brsie. I understand it isa private road. 

Mr. Guicuione. Building a private road and going to Congress 
and asking for half a million dollars for one individual is not the 
policy of the Road Commission, It has been our policy, as I say, on 
these smaller project to assist even where it is for one individual where 
he will cooperate and will leave the road open for the public. 

We have assisted with these small funds that are available but we 
have never identified an item in the budget solely for one concern. 

Senator Biriz. The use of small funds available would be of no 
value in this problem ? 
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Mr. Guiguione. That is right, they would be of no value. 
Senator Biste. You might as well eliminate them 4 

Mr. Guicuionr. That is right. 

Senator Birnie. Your statement is that it looks as if you are back 
in the roadbuilding game but it will cost you half a million dollars to 
do it ¢ 

Mr. Guicuione. Yes, sir 

Senator Biste. That would be a congressional appropriation / 

Mr. Guueiionr. Yes, sir. I might say that in the middle of this 
series, we were in the picture at first, and then in the spring of 19538 
while the field committee, and you might say the lower echelon of 
the Interior Department, still felt that the railroad spur was the 
auswer, a meeting was held in the Office of Territories at which time 
it was recognized that money was not immediately available for 
extending the railroad; therefore, it would be desirable for the Road 
Commission to assist if possible on a road that would be on a grade 
that could be used by the railroad, 

At that time Mr. Usibelli, or the presentations to our meeting in 
Washington were that Mr. Usibelli would permit us to use his existing 
road, recognizing that by our taking it over he would be relieved of 
maintenance and improvement. It looked lke everybody was getting 
together and we could move in and take over the maintenance of the 
road and extend it to Mr. Shallit for, again, 15 or 20 thousand dollars, 
within the scope of our little fund, and relieve the situation. 

At that time Mr. Shallit proceeded to expand his camp because we 
wrote him that we were coming to do it. However, Mr. Usibelli 
backed out on us and we stopped. 

Senator Brate. When was that done ¢ 

Mr. Guicuione. In “ spring of 1953. When Mr. Usibelli refused 

to let us use his grade, forcing us down into the canyon where we are 
talking of am \illion dollars rather than a few thousand. 

Senator Brsie. I cannot understand why two mining companies 
cannot use the same road. I cannot quite get that through my head. 
The Usibellis are here and we will have them testify on that point. 

As I understand it, the Usibellis have an upper road which is very 
adequate for hauling coal out of their property. 

Mr. GHIGLIONE. Yes, sir 

Senator Brate. Yet the property higher up cannot use that road 
and they are forced down on a lower road which washes out when we 
have flash floods? 

Mr. Guigiionr. Yes, sir 

Senator Bisie. If it were possible to secure the high all-weather 
road that runs through the Usibellis’ property, could that be extended 
on into the Cripple Creek area without difliculty ¢ 

Mr. Guieiione. Yes, sir. In fact, Mr. Shallit has very little trouble 
with the road above Usibelli’s property, the road through Mr. Usibelli’s 
property is free of damage and the road above there is practically 
free of damage, too. The ‘trouble is in, you might say, the detour road 
forced upon “Mr. Shallit. If we could take over the Usibellis’ road 
for Mr. Shallit’s use it would solve the problem. 

Senator Bisie. Is it possible to build an all-weather road over the 
present road Mr. Shallit has / 

Mr. Guicuionr. It is possible but again, it would cost $500,000, 
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Senator Binur. Have you any suggestions to make as the road 
commissioner of the Territory of Alaska concerning solving this 
problem, because I have a lunch this is going back to some type of 
road construction ? 

Mr. Guicrionr. No, sir; not being familiar enough with the terms 
of Mr. Usibelli’s permit. I believe as the Assistant Secretary stated 
that it will wind up in the hands of the Department to determine 
what is an adequate right-of-way through the Usibelli property under 
the terms of the permit; that, of course, is the first step here to recog- 
nize you have to build a half-million-dollar road or to get Mr. Shallit 
a right-of-way that does not force him into that extremely high-cost 
location; that is out of my purview. 

Senator Brere. Do you have any thinking as to the construction 
of a railroad spur at this time? Your opinion changes because of 
the difference in the defense demands; is that a correct statement ? 

My. Guiciionr. Yes, sir; that, and frankly, I was not aware of 
that until just the last 2 months. Up until 2 months ago I would have 
told you that a railroad extension was justified but I have not kept 
up with tonnage figures. 

I believe in the records is a letter of mine saying I was surprised 
to learn that the railroad now was out of the picture and Mr. Shallit 
should come to the road commission for assistance. Since then, 
studying the new tonnage figures, of course there is a question in my 
mind as to whether it justifies a railroad. 

Senator Briere. Based upon the reduced tonnage figures, you feel 
then that the railroad spur as a possible solution to this problem i 
might be out of consideration ? . 

Mr. Guiciionr. That is right, unless some value is given to the 
nebulous future as to the use of the Roth properties and so forth. 

Senator Bret. I think I have no other questions. 

Thank you very much. 

Mr. Cteriongr. Thank you. 

Senator Brnte. We would be ver y happy to hear from you at this 
time, Mr. Coulter. 


STATEMENT OF KIRKLEY S. COULTER, ASSISTANT DIRECTOR, 
OFFICE OF TERRITORIES, DEPARTMENT OF THE INTERIOR 
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Mr. Courter. I am Kirkley S. Coulter, Assistant Director, Office 
of Territories, Department of Interior. 

I do not have anything very much to add other than to coment on 
1 or 2 points to str aighten the record. If you have any questions, 
of course I will be glad to try to answer them. 

I would like to make it clear that the Department is not, as has 
been suggested, barring Mr. Shallit’s access. We have objected to 
spending money, but we have no objection to his having access. We 
would be glad to try to cooperate with him as the Under Secretary 
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said. 
Senator Briere. Right at that point, how do you cooperate with 
him? 


Mr. Coutrer. Well, I think the key question, he says we will not 
give him access because we will not build the railroad for him. We 
will not build a railroad because it involves a lot of money. If we 
are talking just about access which involves no money, we are talking 
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about a different thing than access for a road which costs half a mil- 
lion dollars or a railroad which costs $1.5 million. 

Senator Brsie. Access for road purposes, how do you accomplish 
that ¢ 

Mr. Courter. The Department would have no objection, I feel 
sure, to trying to work out an adequate right-of-way for him to do 
whatever he wanted to do with it, you see. 

Senator Brste. Even though that right-of-way goes over the Usi- 
belli property ¢ 

Mr. Counter. Even though it goes over the Usibelli property in 
such a way that it does not damage substantially the mining opera- 
tion. 

Senator Braie. Could you designate the right-of-way as going over 
their present road 4 

Mr. Coutrer. Of course, their present road is something that they 
have constructed and they have put in a lot of money and I assume 
we could not take that without paying for it. I understand the 
Department has the right to designate a right-of-way but of course, 
if we destroy or take some investment that the present occupant, 
Usibelli, has made, you would have a question of compensating him; 
that would be another problem. 

Senator Bratz. Very well, you may proceed. 

Mr. Counter. Mr. Shallit suggested that the railroad could be 
almost amortized out of the 828,000 tons that the Defense Department 
has called for on bids at his figure of $1 per ton. 

That, of course, assumes that he would get all of the contract, 
which we have no way of assuming if we ‘build the railroad. In 
other words, all of these suggestions about amortizing the railroad 
involve assumptions as to the tonnage of coal and we have no way 
of knowing that Mr. Shallit will get the entire contract. 

Further, on the amortization of the railroad, we are up against 
the proposition that any of the computations assume that both Shallit 
and Usibelli would ship substantial tonnages over that and Usibelli 
has indicated to us that he will not use a railroad. Whether he might 
change his mind later is hard to say but we would feel like we were 
taking an awful risk if we built a railroad on the assumption that 
Mr. Usibelli would use it, when he tells us he will not. We could never 
justify it to Congress. 

Senator Brie. Why does he tell you he will not use it? 

Mr. Courter. I understand that they do not now intend to use it 
for the time being on account of the fact that it will require consider- 
able investment. 

Senator Bret. Very well. 

Mr. Coutrer. At any rate, we cannot overrule them and tell them, 
“You have to use our railroad.” 

Senator Brsie. I understand. 

Mr. Courter. I would like to comment on one other point. Mr. 
Shallit indicated he felt the Department was biased against him. 
We certainly do not feel we are. We are anxious, as was stated in 
Mr. Davis’ letter, to keep all of these mines in existence. 

To prove that point, last year when the bids were called for and 
the contracts were let, Mr. Shallit did not secure any part of the 
defense contract. Thereafter, the Defense and Interior Departments 
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went out of their way to agree that an additional tonnage should be 
bought which should be distributed between the two coal mines which 
did not have any coa! contract; that is, Suntrana and Shallit. 

The Defense Department refers to that as relief tonnage in the 
sense that it was let primarily to give these two mines some business. 
I believe it is our policy to help all three of these mines continue in 
existence. 

Senator Breve. Is it the policy of your Department to encourage the 
development of coal reserves in Alaska / 

Mr. Courter. It is, up to the extent that we can see any market at all. 
At the moment, with the buying of the military down so far, we would 
not, I think, go out of our way to start any more coal mines. 

Senator Brete. I think that is all, Mr. Coulter. 

Mr. Covtrer. Thank you. 

Senator Breve. Will you identify yourself ? 


STATEMENT OF ANTHONY T. LAUSI, DIRECTOR, OFFICE OF 
TERRITORIES, DEPARTMENT OF THE INTERIOR 


Mr. Laust. Anthony T. Lausi, Director of the Office of Territories 
of the Department of the Interior, sir. 

Mr. Chairman, there has been pretty well pointed out the reason 
the Department feels we should not go ahead with this railroad spur. 
Primarily the reduced tonnage of coal, the figures that have been sub- 
mitted now. 

When they talked about a spur they were talking about eight or nine 
hundred thousand tons of coal. They even talked about a million 
tons. 

Furthermore, the Appropriations Committees when they had before 
them the request of the $1,800,000 to do this project, they refused the 
appropriation and made it clear that the railroad was to be on a self- 
liquidating basis and any future capital improvements would have to 
be along that line. 

Furthermore, the Defense Department sees no need for the railroad 
spur. That was another factor that has to be considered. 

Now, some comment was made about the Roth reserve. I think 
Mr. Saarela made the statement that we should have access to the Roth 
reserve. That reserve is primarily for the military. 

So far as I know they have never made a request that we make that 
property accessible to the railroad even though we have been through 
one war since the reserve has been in effect. 

So far as I know, the military has never requested the railroad or the 
road commissioner or anybody else to build a road or railroad through 
that property. 

I just want to make those few comments, Mr. Chairman. 

Senator Brete. Is theer anything further you want to add? 

Mr. Lavst. No. 

Senator Brete. Do you have any information concerning Gubich- 
pipeline, or how it might affect this reser ve picture ? 

Mr. Laust. No, I really haven’t on that. 

Senator Bretz. That isall. Thank you. 

Mr. Couurrr. Mr. Chairman, on the Gubich pipeline, the only thing 
we can say is that it is a proposal that is in the talking stage by some 
people who are interested in building it. 
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Senator Brste. Where will it be piped from 4 

Mr. Couvrrer. From the discovery adjacent to Navy Petroleum 
Reserve No. 4 on the Arctic Ocean. It would be a pipeline running 
several hundred miles south from there. 

The gas is apparently there. There is a good deal of interest in it, 
but it has not progressed beyond the talking stage at this time, 

Mr. Laust. Mr. Chairman, I would like to have made a part of the 
record, with your permission, the statement in the Interior Depart- 
ment appropriation bill, 1952, which is marked here in this report 
No. 339. 

Senator Bisie. This is the finding on the $1,300,000 for the rail 
road spur ¢ 

Mr. Lavst. Yes, sir. 

Senator Brsie. The entire paragraph entitled “Construction Alas 
kan Railroad” starting at the end of page 21 and running over to 
about the center line on page 22, will be made a part of the record at 
this point. 

An estimate of $2,500,000 was submitted for completion of the rehabilitation 
program of the railroad, for the acquisition of boats and barges, and for certain 
repairs and improvements to marine and other facilities. The estimate ha 
been reduced by $500,000 and an appropriation of $2 million is recommended to 
cover all of the items included in the budget. To the extent that such appro 
priation may be inadequate, the program should be reduced. 

The committee does not intend that additional appropriations be provided 
for the rehabilitation program, and does not intend to support an endless pro 
gram of additional capital investment in the Alaskan Railroad. Realistic long 
range objectives to accomplish well defined transportation needs will have to 
be worked out before estimates for additional capital expenditures will be con 
sidered, and any proposed capital expenditures from the appropriated funds will 
be carefully reviewed in the light of their self-liquidating possibilities. 

We will hear from Usibelli. 

Mr. McCarty, are you going to lead off? Will you identify your 
self for the purpose of the record ? 


STATEMENTS OF ROBERT McCARTY, OF ELY, McCARTY & DUNCAN, 
WASHINGTON, D. C.; AND WILLIAM WAUGAMAN, GENERAL 
MANAGER, USIBELLI COAL MINE, INC. 


Mr. McCarry. My name is Robert McCarty. Iam a member of the 
firm of Ely, McCarty and Duncan, Washington, in the Tower 
Building. 

Our firm is special counsel for the Usibelli Coal Mine, Inc. of 
Suntrana, Alaska. 

I am accompanied here by William Waugaman; Mr. Waugaman is 
general manager for the Usibelli Coal Mine and has been for the past 
2 years. 

I am also accompanied by Mr. Duncan of our firm. 

Mr. Chairman, I would like, if 1 may, to proceed along the lines of 
the formal statement which we submitted in response to the petition. 
I think some of it can be eliminated because it has been covered. 

But I think to bring our arguments on this matter into perspec 
tive—I am attempting to get up a brief response to this lengthy 
petition—I think that this response we have made in the form of a 
letter to Senator Jackson outlines substantially our position in as 
brief a fashion as possible. 

64101—55—6 
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I think it will serve your questioning if we were permitted to pro- 
ceed in that fashion. 

Senator Brsie. Proceed along that line. 

Mr. McCarry. I would like to make a preliminary comment with 
regard to a statement made by Mr. Shallit at the opening. That is to 
the effect that we had made ourselves a part of this hearing. 

We were served with a copy of the petition by Mr. Barash, Mr. 
Shallit’s attorney, and one needs to turn only 1 or 2 pages to discover 
that not only was our appearance necessary, but it was required. 

I think that is obvious. There is one point also that has been gen- 
erally overlooked in the testimony of Mr. Shallit. That relates to » the 
operator in this area known as the Arctic Coal Co. 

[ appended this map to our response to the petition. It is slightly 
different than others already presented. It may be identified as Healy 
(d-4) quadrangle 

Senator Breie. It may goin asexhibit A. 

Mr. McCarruy. From the United States Geological Survey. We 
have blocked out the area of the leases in the Healy River Valley on 
this map. 

It shows also the approximate location of the Arctic Coal Co, a new 
operator which started last year on Lignite Creek. 

Their present operation is approximately 4 miles from the Nenana 
River, and thus also 4 miles from the railroad which is across the 
Nenana River. 

It becomes obvious from this map, as I think Mr. Saarola com- 
mented, that the Arctic Coal Co. has a significant transportation prob- 
lem of its own. 

The only other thing which is apparent from this map which I 
think is useful, is to recognize that these properties all lie cheek by 
jowl and are only sep: 1rated by about 6 miles. 

It is also significant to note that the Usibelli operation, by virtue of 
his lease, happens to lay astride the Healy River. 

The proper and economic development requires coal] mining opera- 
tions on both banks; accordingly, it may be seen from the lease which 
he has that any passageway that is to go up and down this river must 
traverse the full length of the Usibelli le: usehold. 

To identify somewhat more fully the origins of the Usibelli Mine, 
in 1943 Mr. Usibelli began mining coal on “his present lease under a 
use permit issued by the United States Army. 

In 1946 he applied for a lease on the so-called Roth property. It 
was rejected on the ground that this property was to remain in re- 
serve. Accordingly, Usibelli was offered in lieu of the Roth property 
a lease on the property now being developed by the Usibelli Coal 
Mine, Ine. 

I think before IT go any further that I should state as I did in the 
opening paragraph “of our response to the petition that the railroad 
sought here is one which would cut the heart out of the Usibelli Mine 
in order to serve a claimed but disproven military demand. 

That one sentence is the summary of our objection to the repeated 
proposals that have been made in connection with this railroad. 

Since the acquisition of the lease in 1946 progress and development 
of the mine has been steady, but sure 

The investment in the plant and equipment is now about $2 million. 
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This mine is presently equipped to mine and ship a minimum of 
500,000 tons of coal a year. ‘This could be boosted to 700,000 tons 
within a few months and beyond that should the demand for coal 
warrant it. 

The property represents a small village in actuality. There is a 
schoolhouse, a modern bunkhouse to accommodate the men; there is a 
mess hall, wash shacks, and all of the accouterments that go up to make 
a modern mining camp. 

Senator Brsie. Is it operated the year around ¢ 

Mr. McCarry. Yes, sir; it is. And I think without doubt it is as 
substantial and as properly developed a mining camp as there is in the 
entire Territory of Alaska. 

In 11 years this mine has become the best in the Territory. All earn- 
ings over the years have been plowed back into the business to achieve 
this. No dividends have ever been declared. Salaries to manage- 
ment are modest. 

Also, I want to point out that this is a corporation where the moneys 
made in the mining and selling of coal have been in large proportion 
plowed back into this mine to develop it and to bring it to its present 
excellent condition. 

There is an airstrip which you may have noted in connection with 
this larger map on the wall. It is also shown on the small map which 
I just exhibited. That was, of course, built at our own expense. It is 
highly necessary because it provides the real link with Fairbanks in 
the event of an emergency for passengers, for small cargo, and that 
sort of thing. 

To come to the nub of our objection to the railroad, they are, first: 

The military demand, upon which heavy production is dependent, 
does not justify the present extension of the Suntrana branch of the 
railroad, or a public road; second, the route selected would destroy the 
economic development of the Usibelli Mine. 

We will treat these two points below. 

First, we want to make clear that we favor the eventual extension 
of the Suntrana branch of the Alaska Railroad, assuming that greatly 
increased coal needs are clearly advanced. But we want to make it 
equally clear that we do not intend to sit by while a competitior maneu- 
vers in every way possible—the most recent being this petition—to get 
a railroad or a road built at public expense on a route which will cut 
the heart out of our mine. 

We were not consulted when the Alaska Railroad made its survey in 
the spring of 1953. We were not consulted when Mr. Shallit filed his 
Healy River Spur, Inc., proposal with the Government in 1954 asking 
for a loan of $1,594,000—without a dime of equity money—using the 
identical map surveys of the Alaska Railroad. 

We protested the proposed location of the railroad in August 1953 
to Edgar Hart, the engineer in charge of the survey and to Messrs. 
Connor, Plein, and Newman, then in Alaska to sur vey the coal indus- 
try for the Secretary of the Interior, as well as to the Interior De- 
partment in Washington. 

We protested Mr. Shallit’s Healy River spur proposal to RFC, 
ODM, and the Department of De fense in May 1954. 

The letters we wrote in connection with the Healy River Spur, Inc., 
proposal are cited by date at page 69 of Mr. Shallit’s position. 
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We have furnished them as part of our material. I do not intend 
to read those, Mr. Chairman. I think they speak for themselves, but 
we would like to again point out that Mr. Shallit did not furnish us 
aa a copy of his Healy River Spur proposal, and we only learned 
of it sometime after it was submitted, although the proposal itself 
Nema that we utilize the spur for the transporting of our coal 
and that the coal operators in the Healy field be invited to serve on 
the board of dire:tors. 

The reasons for our opposition to Mr. Shallit’s Healy River Spur. 
Inc., proposal were identical with those set forth above. 

Briefly, they relate to the demand for coal and the route of the 
proposed railroad. We think our objections are sound. Neither is 
met by the Shallit. 

With respect to demand, he relies on generalizations which events 
of the past 2 years have proven false. Route, he neglects entirely. 

Before going on to these two points, we want to make a further 
observation and that concerns the matter of the Shallit right-of-way 
over the Usibelli leasehold, 

Mr. Shallit filed a right-of-way map in June 1951. He was im- 
mediately given a construction permit, although we protested the 
route and asked for a hearing under oath as to its location. The 
hearing was not granted and the road was constructed. 

The Bureau of Land Management, in September 1952, upheld the 
right-of-way. We appealed, still asking for a hearing. 

The Interior Department urged some agreement and ultimately a 
stipulation was achieved between the parties which was incorporated 
in a decision of the Interior Department dated November 4, 1954. 

The stipulation, signed by Mr. Shallit, was in effect an agreed 
statement of operating conditions under which both mines presumably 
could work together. 

Mr. Chairman, I would like to digress at this moment to point out 
that decision because there has been discussion here of what the In- 
terior Department might do in order to provide access for Mr. Shallit. 

As Mr. Coulter correctly pointed out, there is that access. The 
degree of cooperation of the Interior Department in getting the 
parties together in order to arrive at the so-called operating rules 
under which the mines might live together in this valley, was greatly 
appreciated, we thought, by both mines. 

This Interior decision is dated November 5, 1954. Its number is 
A-26673. It is signed by Assistant Secretary Orme Lewis. It is 
found as exhibit M of the petition. Those pages are not consecutively 
numbered, but it is exhibit M. 

I would like to call attention particularly to page 2 of that exhibit, 
the third full paragraph, in connection with your inquiry as to what 
sort of rules under which the road might be set up by the Interior 
Department. 

There follow there seven numbered paragraphs which constitute 
the stipulation arrived at between the parties, between Mr. Usibelli 
and our office as counsel and Mr. Shallitt and Mr. Barash as his 
counsel. 

This was signed by both the parties. After it was signed it was 
then incorporated in a decision by the Interior Department. 
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| want to point out also that the right-of-way which is formalized 
by this decision is identical in most respects with the right-of-way 
applied for by Mr. Shallit in 1951. 

Senator Brexe. Is that the right-of-way he is now using? 

Mr. McCarry. That is the right- of-way he is now using, and has 
used since 1951. There are a few variations in it. 

The agreement itself provided that there should be a resurvey of 
the road right-of-way so that everybody would know for certain 
where it was and a map was filed to show what variations there were 
n the actual road presently being used, as opposed to the actual 
filing that had been made for the right-of-way. 

They were very slight. In a substantial part the road is identical 
to the road applied for in 1951, 

Senator Brete. Is it true that this particular road is occasionally 
washed out by flash floods ? 

Mr. McCarry. I think there is no doubt that portions are for lack 
of proper construction. 

We are willing to follow your preference, Senator. I know the 
time is late. If you would like to have Mr. Waugaman answer 
this question, it is all right with me. 

Senator Brair. No, you go ahead. 

Mr. McCarry. One feature of the stipulation which we point out 
in our response is that it recognizes the development of the Usibelli 
leasehold as the dominant use. In any event, following the promulga- 
tion of this decision on November 5, 1954, we thought that this matter 
was finally at rest as it has been going for a long time, because the 
right-of-way so formalized was approximately the same as that ap- 
plied for by Mr. Shallit in 1951 and in use by him since that time. 

Then came the petition, making it abundantly clear that Mr. Shallit 
has never contemplated building a road which he could use all year 
around. He wants a railroad and he wants the Government to build it. 

If I may make one further digression at this point. An amend- 
ment has already been filed by Mr. Shallit to this agreed right-of-way. 

Senator Braue. If I understand the testimony of the commissioner 
of roads, if Mr. Shallit was to build this as a year-around road it 
would cost $500,000. ; 

Pg McCarty. I am not certain about that. I would like to have 

*. Waugaman make some comment on that. This promontory that 
ae out on the map is our campsite. You will note that the Shallit 
road as it runs around that promontory is on high ground. That is 
usable all the year around. It is obvious to the east of that promon- 
: ry going upstream, according to the shading that has been supplied 

“Mr. Shallit, that the road is subject to washing at certain time 
( . the year. 

This is one area in which the riprap that Mr. Ghiglione talked of 
could be used to make this route—that is, Mr. Shallit’s present road 
available as an all-year-around all-weather road if the operator were 
willing to go to the expense necessary to riprap this section. 

The same thing goes for the short stretch down here, immediately 
below our camp. Now, in-our response, I make the point that tail- 
ings which resulted from the mining of this No. 1 seam were used in 
our construction of the airstrip. Our road runs right across the air- 
strip and then continues on down to the tipple. 
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Our own works below the camp on the north bank [indicating j 
ure protected only because of the tailings which we have piled and 
accumulated. 

Actually the airfield creates the dike for these workings in here. 

This is another vulnerable area as far as Mr. Shallit’s road is con- 


cerned. Again this is an area where riprap could make that unsable 


all the vear around. 
Senator Brste. Why can he not use the upper road ¢ 


Mr. McCarry. This is the road which we have built. This is our 


own road. From all the history of the situation as far as Iam familiar 
with it, there has never been a business-like proposal made by Mr. 
Shallit for the use of that road. 

Senator Binte. How many trucks go over that mine a day? 

Mr. WavuGaMan. We average 5 trucks running continuously 8 hours 
a day. 

Senator Biste. Coming and going? 

Mr. WavuGaman. Yes, sir. 

Mr. McCarry. The burden of the testimony has been to the effect 
here that Usibelli is the dog in the manger. Our lease ends right 
here. 

Mr. Shallit pointed out he cannot use this high ground up here 
[indicating|. This is entirely off our lease. If he wants to apply 
for a route here the Interior Department may give it to him, but he 
has never applied. 

The only route he has applied for is the route that was granted to 
him, this was formalized in the decision of November 5, 1954 which I 
just mentioned. 

Now, to get down to our first point with regard to the military de- 
mand, there has been quite a bit said about it. Our presentation on 
that is brief and I would like to go into it, if I may. 

The Alaska Range. capped by Mount McKinley, separates Fair- 
banks and Anchorage. It also separates the Nenana coalfield, in which 
the Suntrana, Usibelli, Shallit, and Arctic properties are situated, and 
the Matanuska coalfield, some 30 miles from Anchorage. 

‘Two military bases he north of the Alaska Range. 

In all of this, sir, I think it should be kept in mind that the military 
requirement, to my best knowledge, makes up over 70 percent of the 
demand for coal in Alaska. 

Senator Brste. What is the percentage from the Healy field? Is it 
still 70 percent ¢ 

Mr. McCarry. I would say, but am not certain, that that supplied 
by the Healy Feld is above 50 percent. 

Mr. WavGaman. Sixty-five percent. 

Senator Brere. Will you clarify that statement? I do not have it 
in my mind. 

Mr. McCarty. My point was that of all the coal, 70 percent—— 

Senator Bratr. Seventy percent is used for the military? Of the 
coal used from the Healy field, how much is military demand ? 

Mr. McCarry. Close to 70 percent again. 

As of this moment, and I mean this moment, the operators are await- 
ing word from the Navy asto the outcome of the bids. 

Senator Brete. When are the bids opening ? 

Mr. McCarry. I think they are examining them. 
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Mr. WauGaMan. They are supposed to let us know between now 
and Friday. 

Mr. McCarry. Whether that will be the final word or whether that 
means they will make further inquiries, 1 don’t know. 

Senator Binie. Very well. 

Mr. McCarry. As we wrote our response the requirements were not 
known. 

The statement we made in our response was that we anticipated a 
rather pessimistic demand this year. We were not disappointed be- 
cause as We now know the requirement is for 149,000 tons for fiscal 
L956. 

We understand that all of this is in further effort to bring the stock 
pile to a workable size. 

In any event, we estimated in our response that military needs, 
north of the Alaska Range, even with all of the projected power units 
on the line, would not exceed 450,000-500,000 tons per year. 

That was Mr. Waugaman’s opinion. He felt it was optimistic but, 
on the other hand, for the purpose of our response we did not want to 
appear niggardly. We now find by virtue of this 3-year program the 
Navy has announced that the peak demand is apparently to be 336,000 
tons per year. 

Senator Bisex. Is that Navy or isthat Army / 

Mr. McCarry. That is Navy. The Navy buys the coal. The Army 
and the Air Force use it and the Interior Department has the policy 
problems. So it is quite a situation. 

Senator Biste. We had the testimony from Army colonels. 

Mr. McCarry. It was an Air Force colonel. The Air Force is the 
substantial user of the coal. , 

Senator Bratz. The Navy buys it. 

Mr. McCarry. That is correct. I understand they buy all of the 
coal requirements for the military west of the Mississippi. I am not 
certain. 

Mr. Wavaaman. They buy the solid fuel, sir. 

Senator Biste. Very well. 

Mr. McCarry. At least this much coal, 336,000 tons, can be pro- 
vided with the existing facilities of our mine—working at half sched- 
ule—let alone the four mines in the field. Yet the petition demands 
public expenditures for a railroad or public road as essential to the 
national defense. 

Assume for the purposes of argument that a railroad were built, 
on whatever route, to the Usibelli mine tomorrow. The mine’s tipple 
is located at the present railhead. In order to make use of a railroad 
to the camp, the Usibelli mine would have to move its tipple. Mov- 
ing the tipple, which will in fact involve constructing a new one, is 
expected to cost in the vicinity of $200,000. 

Production and improvements at the mines are, of course, depend- 
ent upon demand. The Usibelli mine is now carrying a heavy load in 
the effort to pay off RFC loans, which funds were put into the most 
recent improvements. 

Unless there is an appreciable jump in demand, hardly indicated 
now, it will be several years at least before the Usibelli Mine is able, 
financially, to rebuild its tipple. And until the tipple is moved. sev- 
eral years hence at present demand, this mind will continue to truck 
its production to its present tipple. 
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doth the Usibelli and Shallit strip operations would need trucks 
to get the coal from constantly moving pits to a railroad, even though 
extended. The petition concedes this, page 72, yet claims that $1 
per ton could be saved on haulage costs if a railroad were extended 
to these two mines, 

Just a year ago, in his Healy River Spur, Inc. proposal, Mr. Shallit 
estimated the savings would be 70 cents a ton, (exhibit C (b) in that 
proposal). In that same proposal, he said the cost of the railroad 
would be $1,600,000, yet in his present petition alleges that at his esti- 
mated saving of $1 per ton of haulage cost, the Government over the 
past 5 years would have saved $1 per ton, or $1,200,000, the entire 
cost of constructing the railroad spur, page 75. We are unable to 
reconcile these changing figures. 

It should be noted that Mr. Shallit does not take into consideration 
the cost of maintenance of a railroad in figuring the saving to the 
Government, although he is careful to include the cost of maintenance 
of a road in his estimates that 70 cents or $1 per ton would be saved. 
Nor does he include any figure for maintenance of railroad rolling 
stock, annual railroad roadbed, and bridge repair or board loss, all 
of which he takes into consideration in connection with trucks and 
truckroads. 

We submit that if a figure were arrived at for these costs in con- 
nection with a railroad, that Mr. Shallit’s savings, whether he chooses 
to set it at 70 cents or $1 per ton, would prove to be fictional. And in 
the very demonstration of these figures, whichever he chooses, he ex- 
plodes the idea that a public road or a truck route would save 
anything. 

Mr. Gleiglione in his figure of half million dollars for the road did 
not indicate what it would cost to maintain that road. 

Nor did he indicate whether the Alaska Road Commission, in its 
modest budget, would be able to provide the equipment to keep that 
road in condition. 

Although we do not for a moment concede the saving Mr. Shallit 
presupposes, let us assume for argument it would be $1. Let us also 
assume a military demand of 500,000 tons and an extension of the rail- 
road as desired by Mr. Shallit which would cost, on estimates he has 
used, some $1,600,000. 

To start with, Mr. Shallit would be the only real user of the rail- 
road, because Suntrana is already on it, and has been for over 30 years, 
and Usibelli could not use it. If Mr. Shallit got all the tonnage, the 
railroad would be paid for in something over 3 years, exclusive of 
maintenance costs, which Mr. Shallit ignores. Suntrana and Usi- 
belli would be out of business. So would Arctic, which has signifi- 
cant transportation problems of its own. 

Such a result, which would eliminate the 2 most significant pro- 
ducers and 1 new mine, would hardly be in the interests of national 
defense, yet this is the basis upon which the railroad is urged. 

The point is that there does not exist a military demand justifying 
this railroad and this conclusion cannot be avoided. 

Mr. Shallit relates an elaborate history, in none of which we partici- 
pated, in support of his contentions. These conferences and corre- 
spondence took place before the actual military needs were known. 

The low military requirement of 142,000 tons north of the range, 
published in March 1954, brought reality into the picture. It was only 
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after months of still further conferences that the Suntrana and Shallit 
mines received an additional 90,000 tons, split between them, which 
was granted to keep them operating. This, together with military 
lei alization that the full capac ity figures for the powerpl ints (cited p. 

{1 of the Shallit petition.) es timated prior to the installation of the 
major plants, were simply not working out in actu: al operations, burst 
the bubble entirely. 

The figures quoted at page 41 of the Shallit petition for fiscal year 
1955 total 525,000 tons for the 2 bases north of the range, Ladd and 
Kielson. What was actually ordered in fiscal year 19554 Only 235,- 
000 tons, or a little more than two-fifths of the estimated made in 
April 1953, and that exceeded by 90,000 tons what the military author 
ities indicated would be actually required; 90,000 tons were ordered 
on a relief basis, one-half of it to help Mr. Shallit, not because it was 
current ly needed. 

I might point out here also that for the first time figures from the 
Connor report have been made available. I am not certain whethe1 
it was in the Secretary’s letter which was filed with you today. In 
any event, the Connor report apparently indicates figures 2 and 3 
times the size of the 525,000-ton figure, again the basis for the feeling 
and we think proper on those figures, that there should be a railroad 
but hardly in the face of actuality. 

We do not rejoice that military needs are proving to be less than 
heating engineers may have estimated. There are a number of rea 
sons, not the least of which is an lnproved qui ality of coal giving more 
heat per ton than anticipated. 

But the realities have to be faced squarely. Recognition of them 
leads to only one conclusion: the extension of the Suntrana branch 
of the Alaska Railroad or a public road are not essential to the na 
tional defense. 

Now, our second point concerns the route. One of the four mines 
in the Nenana coalfield, Suntrana Mining Co., Inc., is already on the 
Alaska Railroad. 

Another mine, Arctic Coal Co., Inc., is 4 miles over the hills and 
could not possibly be served by the railroad for which the petition 
asks. Thus the railroad desired will affect only two mines, Usibelli 
and Shallit. Of these two, the Usibelli mine would be affected ad 
versely by reason of the route for which Mr. Shallit contends. 

When operations were started at the Usibelli mine, the first develop 
ment was to take the strippable coal from No. 1 seam. 

This [indicating] is the No. 1 seam. It runs along here, back of the 
airstrip, entirely back of the camp itself, this being the campsite on 
this promotory, over to the edge of the river again. 

When that coal was taken from that seam, it provided, together 
with the tailings that had been dumped to make the airstrip as an ex- 
tension of the natural contours of the promotory, a drainage ditch. 
The long-range mining plan provided that that would be the manne: 
in which the prope rty would be developed. 

I will not take the time to open up this plan [indicating], but it was 
done by an engineering service in Fairbanks. It is brought up to date 
on occasion to reflect recent developments and consists of a number 
of maps, charts and cross section drawings. 

This one I have happens to be for Se ptember 1953 and shows the 
buildings at that time. It shows the long-range economic develop 
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ment of this property, the manner in which the underground and the 
stripping is to proceed. 

These charts, so far as I am informed, are filed with the Geological 
Survey. As far as I know, no objection to the production plan : dis- 
closed in these charts has ever been given to us at least by the Geologi- 
cal Survey or anyone else within the Interior Department. 

When Mr. Edgar Hart, surveyor for the Alaska Railroad, made his 
survey in 1953, he plotted the line directly through the No. 1 cut. The 
location of a railroad or a road in this cut would destroy its use for 
drainage and render the planned economic development of the mine 
impossible. 

We protested emphatically, at the time that Mr. Hart and the 
Connor group were in Alaska in August 1953, and to the Interior 
Department in Washington. Mr. Hart and the Connor group told 
us that they would recommend that a feasible alternate route, skirting 
the camp to the right, be surveyed. The Interior Department adv ised 
us that the matter would be held in abeyance until Mr. Connor’s re- 
port had been received and considered. 

Incidentally, Mr. Shallit’s petition also takes note of that in con- 
nection with his rhetorical question as to why the Interior Department 
suddenly reversed itself. Yet earlier in his petition there is the state- 
ment that he had been advised there would be no further develop- 
ments on a railroad until the Conner group had made its report 
(pp. 22-23, Shallit petition). 

In 1954 Mr. Shallit filed his Healy River Spur, Inc.. proposal. The 
survey maps he used were identical with those filed in 1953 by the 
Alaska Railroad. 

Exhibits 1, 2 and 3 tell our reaction to this and need not be repeated 
here. These exhibits show that by this time in 1954, however, the mili- 
tary requirements for fiscal 1955, amounting to 142,000 tons, had been 
published. 

Thus, to our only objection in 1953, namely, that if a railroad was to 
be built in the interests of national defense it should not be built so as 
to destroy the Usibelli Mine, was added the belief that the railroad was 
simply not essential to that same national defense. 

The petition ignores the question of route entirely. Yet if the rail- 
road is to be constructed for $1,200,000 as the petition suggests, it must 
obviously take the shortest and most direct route which could be de- 
vised, and still could not be constructed for that sum if the figure of 
$1,600,000 in Mr. Shallit’s Healy River spur proposal is correct, 

In any event, such a route would be through our No. 1 cut. This 
cut, which we made, is essential to our mine. If it were used as a 
transportation artery we might as well close the mine. 

After 2 years of objections to this route it should be abundantly 
clear to Mr. Shallit and to anyone else interested that we will fight 
it every time it is proposed. We cannot do otherwise. 

I should point out that immediately above this No. 1 cut, which 
forms the natural drainage ditch I have referred to, lie the five seams, 
No. 2, 3, 4, 5, and 6, going up this steep hill, which constitute the 
major portion of our reserves. Mining a considerable portion of them 
by hydraulic sluicing is the cheapest and most efficient way to produce 
the coal. 

The underground development work on these seams is expensive, 
as we have found out and as Mr. Waugaman may have opportunity 
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to tell you, but the important thing is that the stripping of a good por- 
tion of these No. 2, 3, 4, 5, and 6 seams that lie up the hill “from the 
No. 1 cut cannot be accomplished unless there is some way in which 
that overburden can be carried off to the river. 

If there were a railroad running through that No. 1 cut it would 
either have to be trestled for the entire distance in order to permit 
drainage, or there could be no sluicing down there at all. The trestling 
would be impossibly expensive, I am sure. 

In our conclusions, Mr, Chairman, we point out that we have abso- 
lutely nothing to hide in this matter 

We are volunteering herewith, as exhibits, letters hinted at darkly 
by the petition. 

Mr. Usibelli’s letter to the Senate committee of April 14 offers every 
cooperation, including the opening of the company records, should 
your committee desire to go further into this matter. 

That letter also mentions other developments in Alaska such as the 
possibility of opening the Gubik gas field, the intensified search for 
oil, and the opening of coal beds on Lignite Creek, as possibly having 
some effect upon decisions among the Government departments against 
Mr. Shallit’s proposals. 

We would have been happy to have joined in some of the conferences 
which Mr. Shallit enjoyed, as shown by his petition. Contrary to the 
petition’s inference that influence was somehow exerted by Usibelli, 
a reading of the petition and its exhibits makes the Usibelli mine quite 
conspicuous by its absence from the many meetings and conversations 
which Mr. Shallit discloses that he had with Dep: irtment officials, all 
having considerable impact on the Usibelli operation. 

Mr. Shallit says that “powerful pressures” were brought to bear 
to halt the railroad. If protests to the agencies of Government con- 
cerned, charged with the responsibility of protecting al] citizens, based 
on a right- of-way ’ filing that would have cut the deve ‘lopme nt poten- 
tial of the Usibelli mine to ribbons, can be characterized as “pressure,” 
what defenses are left ? 

We decry this whispering of scandal in the effort to get the Con- 
gress to build something the Government departments have rejected 
on the basis of cold fact. 

We can only speculate what reasons have prompted the Govern- 
ment to reject the Shallit proposals. We have urged two reasons with 
vigor. Mr. Shallit’s record shows equal vigor in the urging of his 
proposals. 

Our reasons are “demand,” which at its expected rate would make 
a railroad constructed to our camp tomorrow practically useless and 
which does not justify the proposals under the color of the national 
defense; and “route,” which, as has been proposed, would kill us. 

We submit that the combination of these factors justifies the action 
taken by the Government. We feel the agencies involved are earnestly 
attempting to bring some stability into the coal procurement picture. 

We feel that should the dem: ind picture change sharply in the next 
several years that they will again consider a railroad. We are hope- 
ful. when and if that time comes, that our development will be consid- 
ered in connection with its route, 

Mr. Chairman, if I may, in connection with your inquiry about 
the present right-of-way, I would like to submit for the record ‘ 
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letters, 1 to the Solicitor of the Interior Department, dated Octo 
ber 6, 1953, and signed by Northcutt Ely. 

Briefly this letter points out that we had withdrawn our appeal 
on a decision rejecting our application for a flume and ditch right- 
of-way over the southern portion of the Shallit property which would 
have diverted waters from Cripple Creek to be used in the hydraulic 
ng of overburden from a 400-foot level on the south bank of the 
Usibelhi operation. 

Senator Brete. The letter may be received. 

(The letter referred to is as follows :) 


sluici 


Re Fairbanks Serial 08832 OCTOBER 6, 1953. 
The honorable the SoLicrror, 
The De pa tment of the Interior, 
Washington 25, D.C. 

DEAR Mr. Sovtcitor: Reference is made to my letter of June 4, .1953, con 
cerning the above-captioned matter. 

Fairbanks Serial OSS32 constitutes an application for a road right-of-way 
over the leasehold of my client, Usibelli Coal Mine, Inc., of Suntrana, Alaska, filed 
by A. Ben Shallit, holder of a lease on adjacent coal lands. Mr. Shallit’s appli- 
cation was approved by Bureau of Land Management decision dated Septem- 
ber 10, 1952. 

As you know, we have appealed this decision to the Secretary. Since the 
withdrawal of our appeal on Usibelli’s application for a pipeline right-of-way, 
the Shallit road right-of-way constitutes the only matter now on appeal. 

Usibelli’s proposed pipeline right-of-way would have utilized waters of Cripple 
Creek to sluice off overburden. Mr. Shallit’s sluicing operation this past sum- 
mer involved the use of Cripple Creek waters for this same purpose. Accord- 
ingly, Mr. Usibelli recognized that use by him of Cripple Creek flow would 
constitute some interference with the Shallit operation and instructed us to 
withdraw his appeal. 

The road right-of-way involves the same principle. If there is to be such 
a right-of-way, we feel it should incorporate the following factors: 

1. That it be located so as to insure a minimum of interference with Usibelli’s 
development and enjoyment and avoid the Usibelli headquarters and camp 
area where men and their families are housed; 

2. That any right-of-way be definitely located ; and 

3. That the continued development of the Usibelli lease will make it neces- 
sary to cut the right-of-way from time to time in order to provide access to 
water, provide drainage, etc., thus making it essential that Usibelli’s develop- 
ment be expressly recognized as a dominant use to the right-of-way. 

In order to insure definite location and location with a minimum of inter- 
ference, we have continued to request a hearing of this entire matter. 

In connection with item 8 above—that is, dominant use, I would like to 
advise that the case of Shallit v. Usibelli, upon motion by plaintiff and by con- 
sent of defendant Usibelli, was recently stricken from the calendar. As we 
understand it, this action involved claims for damages by Shallit for alleged 
injuries to his road as well as an application by Shallit for an injunction. In 
denying the Shallit application, the court enjoined him in June 1952 from tres- 
passing without a proper right-of-way. Even so, he continued to use roads 
over the Usibelli lease. 

Even though Usibelli has consented that this case be stricken from the calen- 
dar, there remains the possibility of future suits for damages for alleged injuries 
to any right-of-way. Departmental action on our appeal should recognize that 
a right-of-way must be qualified as subservient to the developmental require- 
ments of the Usibelli leasehold in order to minimize, if not obviate, such 
suits. 

Respectfully, 
Nortucutr Ery. 


Mr. McCarry. The point we made in withdrawing our application 
for the use of Cripple Creek waters which, incidentally, was made in 
1950 before Shallit began operations, was that our use would have 
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been detrimental to Mr. Shallit’s need for those waters for the same 
purpose, that is, sluicing. 

We felt the same principle was involved in the right-of way. 

We pointed oul by that letter three features which we felt were 
necessary in the Department’s consideration of the formalization of 
the right-of-way over the Usibelli leasehold. They related essen- 
tially to the fact that the right-of-way should recognize the develop- 
ment of our lease as the dominant use so that we might be able to cut 
that right-of-way and provide substitute roads as we do under the 
present decision under which we are operating; or to provide the use 
of our roads in the event it is necessary to disrupt any Shallit road 
because of our operation. We felt that that was a proper proposal 
to make to the Department. 

The second letter I have is a reply made by Mr. Barash, dated Octo- 
ber 23, 1953, again to the Solicitor. 

If I may, I would like to read a portion of this. He says: 

I have noted with interest Mr. Northeutt Ely’s letter of October 6 to you 
relative to the road right-of-way Fairbanks O8832 of my client, A. Ben Shallit, 
and it struck me rather forcibly that there is in fact no real controversy between 
appellants Emil Usibelli and Usibelli Coal Mine, Inc., and my client which could 
not be amicably resolved by the parties themselves if a determined effort were 
made to do so. 

He then says: 

It may come as a surprise to appellants, but Shallit does not disagree with 
the principles enunciated by Mr. Ely in those three factors. 

Then Mr. Barash discusses the three factors. It was in this spirit 
that we arrived finally at the stipulation which is incorporated in this 
decision. 

It was this road that was applied for. It was this road which was 
eventually granted. 

No other route has been applied for by Mr. Shallit. 

Senator Bratz. Do you want to make that letter a part of the 
record 4 

Mr. McCarry. If I may. 

Senator Bratz. The statement will be made a part of the testimony. 

(The letter referred to is as follows :) 

WASHINGTON 5, D. C., October 23, 19538. 
Re Road right-of-way Fairbanks O8832 
The honorable the SOLIcrITor, 
Department of the Interior, 
Washington 25, D.C. 

DEAR Mr. SoLicrror: I have noted with interest Mr. Northcutt Ely’s letter of 
October 6 to you relative to the road right-of-way Fairbanks 18832 of my client, 
A. Ben Shallit, and it struck me rather forcibly that there is in fact no real 
controversy between appellants Emil Usibelli and Usibelli Coal Mine, Inc. and 
my client which could not be amicably resolved by the parties themselves if a 
determined effort were made to do so. 

Appellants obviously recognize that a suitable, permanent road right-of-way 
is indispensable to Shallit’s mining operation. What appellants object to is 
summed up in three factors cited by Mr. Ely in his letter of October 6 as being 
in effect essential prerequisites to the road right-of-way. lt may come as a 
surprise to appellants but Shallit does not disagree with the principles enunciated 
by Mr. Ely in those three factors. 

With regard to the first factor, appellants surely must know that Shallit has 
sought conscientiously and with due regurd to the rights of appellants to locate 
his road right-of-way in such a manner as to insure a minimum of interference 
with their mining operation and the enjoyment of their coal lease \ppell 
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cannot reasonably expect the road right-of-way to be located where it would 
be flooded and washed out time and again, causing interruption to the hauling 
of coal as well as great expense to Shallit in rebuilding the washed-out portions 
of the road. 

We sincerely believe that the location of the road right-of-way could be re 
solved amicably if appellants gave the same consideration to Shallit as they would 
wish if the situation were reversed. Incidentally, I understand that fh two 
recent incidents where appellants’ stripping water was beginning to destroy Shal- 
lit’s road, both parties took cooperative measures to their mutual benefit and 
satisfaction. These incidents merely serve to illustrate that the present dif 
ferences are not insurmountable if approached in a spirit of cooperation and 
reasonable accommodation one to the other. 

There is, of course, no difference of opinion with respect to Mr. Ely’s second 
factor, namely, that the road right-of-way should be definitely located. We 
contend that the road is definitely located and that this can be established 
from the data shown on the map by any competent surveyor. Yet here, too, I 
have no doubt that Shallit would be willing, as an accommodation to appellants, 
to do whatever may be reasonable to allay their apprehension on this score. 

With respect to Mr. Ely’s third factor: Here again Shallit has no objection 
to appellants’ development work being recognized as the dominant use for the 
purpose of cutting temporarily the road right-of-way in order to provide access 
to water, drainage, etc., provided that appellants in doing so make temporary 
arrangements for Shallit to have access over a substitute right-of-way until 
appellants restore the permanent road. This does not actually present any 
great problem because appellants would simply have to put in temporary culverts 
or small crossings. 

One remaining point in Mr. Ely’s letter needs discussion. The injunction of the 
court to which he refers is in our judgment no longer in force and effect, bearing 
in mind that Shallit does have a proper right-of-way granted by the Bureau of 
Land Management in its decision of September 10, 1952. The purpose of this 
letter is not argumentative. It is, rather, to suggest that there are in fact 
no real differences between the parties which justify a hearing with the ex- 
pense and delays inherent therein. We have always been ready and willing to 
resolve these differences with appellants in a spirit of cooperation and good 
faith. 

A copy of this letter has been mailed today to the office of Northeutt Ely, 
Tower Building, Washington, D. C., as you will note from a copy of my letter to 
him of this date which is annexed hereto for your convenience. 

Sincerely yours, 
Max BARASH. 

Mr. McCarry. There is one other point. There has been some dis- 
cussion about the filing of a right-of-way by the railroad and it be- 
coming automatically a right-of-way. I think that is subject to some 
question. 

There is no doubt about the broad authority of the Alaskan Rail- 
road under the organic act. 

Senator Brsie. It was withdrawn in any event. 

Mr. McCarry. It was withdrawn and the policy responsibility of 
Interior and the Secretary in connection with the Alaska Railroad 
cannot be avoided. 

ry” e . . . . . . . 

That policy responsibility must be exercised when it is determined 
whether or not there shall be any building on a right-of-way. 

I think it is in that connection that this should be considered. I 
don’t need to offer this memorandum for the record, but for the infor- 
mation of the committee or staff, if it would be useful at all, I shall be 
glad to put it in. 

Senator Biste. This is a memorandum prepared by your law firm. 
I do not think it need to be made a part of the record. 

Mr. McCarry. There has been some comment about Mr. Usibelli’s 
desire for a railroad and his offer to contribute $50,000. That is cor- 
rect. 
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However, it concerned the placing of the railroad not in the area we 
object to and Mr. Shallit desires, but on the south bank of the river 
which we now understand some engineers, or, at least, the engineers 
for the railroad, say is unfeasible for the reason it is inderlaid with 
schist which might occasion slides and that sort of thing. 

Whether that is true as far as a road is concerned, we do not know, 
but we would appreciate very much if this matter is continued, that 
that be examined and examined rather closely because if it were feasi- 
ble to put this road on the south bank of the river, then as far as our 
camp operations are concerned and as far as the proper economic de- 
velopment of the bulk of our reserve is concerned, Mr. Shallit would be 
out of our way entirely. 

Asa matter of fact, Mr. Usibelli offered $50,000 for the construction 
of that road as well, but it was not considered feasible at that time. 

I don’t think that we would be able to go through with that offer 
any longer for the reason that we are now operating a big plant on 
a small demand which makes it pretty difficult to compete as it is. The 
unit costs are naturally higher. I am afraid that that old proposal no 
longer holds good. 

I did want to straighten up for the record that reference earlier to 
Mr. Usibelli’s desire tor the railroad. ‘There was such a desire on the 
demand picture 3 years ago, but not on the route that has always been 
proposed. 

Mr. Chairman, there are some other things that have come up in 
this hearing on which I might comment but I think I have used e nough 
time. Mr. Waugaman is from way out of town. You can hear from 
me any time. 

Senator Brete. If you feel that there are other things that you 
want to comment on, Mr. McCarty, you are more than free to do so by 
filing a written statement which will be examined by the committee 
if you would like to file a supplementary statement. The record will 
be kept open for a reasonable time for that purpose. 

Mr. McCarry. I think anything further that I might say would be 
brought out by questions you might direct to Mr. Waugaman. 

Senator Brsie. There is one question on which I am not clear yet. 

I understand that it is your position that by stipulation you worked 
out a mutual mining operation in November of last year, November 
of 1954. In accordance with that stipulation, the decision was handed 
down by the Assistant Secretary Orme Lewis designating the use of 
the lower right-of-way—— 

Mr. McCarry. Designating the use of the route for which Mr. 
Shallit applied. 

Senator Breie. And that is the lower right-of-way as you pointed 
out in brief. 

Mr. McCarry. Yes, Senator, that is what is shown in green as 
the lower road. 

Senator Brsie. It is your contention that that is the right-of-way 
which he, himself, said he wanted ? 

Mr. McCarry. Yes, sir. 

Senator Breie. He ‘agreed with you on an agreed statement of facts 
for mutual operation of the two properties that that was a satisfactory 
route ¢ 

Mr. McCarry. We could only assume so because it was the only 
route for which he had applied. 
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Senator Brie. But it is your position, by entering into that agree- 
ment pursuant to which a later decision was hande d dow n, that “that 
indicated satisfaction with that particular route ? 

Mr. McCarry. I think that is substantially correct. 

Senator Binte. Over the past few years, where this very obvious 
controversy has existed, has there been any effort made to work out 
an agreement concerning the joint use of the upper, higher, all- 
weather road? 

Mr. McCarry. I would like to ask Mr. Waugaman to comment 
on that. 

Senator Brats. I will be very glad to question him on those points 
because that is one thing the record is not clear on, why cannot the 
two mining companies use the upper all-weather road. 

Mr. Wavcaman. From what I know, sir, and I have been with 
this company for 2 years, the only time of which I am aware that 
Mr. Shallit has ever made any offer whatsoever to use our road was 
last fall at which time he approached me and I told him that I would 
refer the matter to the owner. 

He later was asked to contact our attorney in Fairbanks, Mr. Clasby, 
and after several conferences, I understand—now this is hearsay— 
that Mr. Shallit’s purpose for buying or attempting to buy into our 
road a half interest was for the purpose of building a railroad down 
through the middle of it—— 

Senator Brete. I am not so much interested in what his purpose 
was as to determine what was actually done toward working out a 
joint—— 

Mr. Waveaman. This naturally stopped negotiations immediately 
because we definitely did not want a railroad built in the middle of 
our road, and we still do not, sir. 

Senator Brite. What is the position of your company as of now 
on the use by Mr. Shallit of the upper all-weather road ? 

Mr. Wavcaman. At the present time, if we were offered reimburse- 
ment for 50 percent of the cost of that road we would consider the 
offer. The road cost us approximately $100,000 

Senator Bratz. And you have used it how many years? 

Mr. Waveaman. We have used it about 10 years, or about 9 years. 

Senator Brie. Do you depreciate roads? I do not know whether 

u do or not. 

Mr. Waveaman. No, sir, we have not depreciated our road. In 
fact, every year we add to it. We straighten out curves, make it wider 
and put in additional drainage. 

Senator Bieter. I am not talking about maintenance. I am talking 
about the cost of the road. I understand the road cost you $100,000, 
You have used it for 10 years, and you will sell a half interest to Mr. 
Shallit for $50,000, F 

Mr. WavGcaman. Yes, sir. 

Senator Brere. In addition to that, there is cost of maintenance 
and operation occurring year after year. 

Mr. WavGaMan. Yes, sir. 

Senator Brste. What is the cost annually to maintain the road? 

Mr. Waveaman. Frankly, sir, I do not have any cost on it extended 
to the present time because last year, this present fiscal year, is the 
first year that we have ever used our present maintenance system on 
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the road—I know that costs were less this year than last year. I know 
what it cost to truck coal, but I do not know what it cost us to maintain 
our road, because we have not maintained it under our present system 
of maintenance for a full year. 

Senator Bisie. Other than this one effort to work out a joint use 
of the road which you say fell by the wayside, because you learned 
that the purpose was to construct a railroal, were there any other con- 
versations between Mr. Shallit and your company looking toward : 
joint use of the road ¢ 

Mr. Wavueaman. ‘Tomy knowledge, no, sir. 

Mr. McCarry. I think I can add to that. 

It is my understanding that there have been conversations from 
time to time in regard to the road but none of those has approached 
the basis of actually sharing the capital cost of the road. 

I think the suggestion has been made previously by Mr. Shallit that 
he would bear half of the maintenance cost or something of that sort. 
There must be, in addition to half of the maintenance some considera- 
tion regarding capital cost and that the Usibelli mine be held harm- 
less from any accident which may result from the road. It isa aygoone 
erous country, sometimes foggy. It is a three-lane road, con 
structed for the purpose of safety, If there is going to be any alin 
traflic on it, we do not want to be held liable. 

There is another problem which arises in connection with the 
public road. It would subject us to licensing or subject us to other 
Territorial requirements from which we are now free. 

Senator Brstr. You may proceed if you have anything further. 

Mr. Wavcaman. That is all I have, sir, unless you have questions. 

Senator Biste. Let me ask you this: What is the position of your 
company as to the construction of the spur line into your mining prop- 
erty? Are you for it or are you against it, as of now! I understand 
once in 1953 you were for it and were willing to put up $50,000 for the 
construction of aspur, Isthata correct statement ? 

Mr. WavGaman. Provided it was constructed on the south side of 
the river. 

Senator Bratz. So as not to harm your mining property / 

Mr. WavuGcaman. We do not object to having a spur line up there 
on the north side of the river, either, sir. What we do object to is hav- 
ing a spur run up through the middie of the existing road through the 
No. 1 cut which would eliminate the possibility of stripping any coal 
reserves Which amount to about 2 million tons on the north shore of 
the river. Now, we happen to be located in the spot in Healy Valley 
where all of these coal seams cut across the river. We mine on both 
sides of the river. So, as a result, regardless of where you build a 
road, you either interfere with existing operations or with the tail 
ings resulting from operations loc: ated away from the river. So, 
regardless of where you go it interferes. It is all a matter of which 
location is chosen that would interfere with us least. Stic king a rail- 
road or a road up through the old No. 1 cut would eliminate the pos- 
sibility of stripping any coal whatsoever out of that whole arca on 
the north side. 

Senator Biste. What advantage would a spur line in your property 
be at the present time ? 

64101—55 7 
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Mr. Waveaman. At the present time, it would be no advantage 
whatsoever other than we would be able to unload our freight up there. 
and as far as loading coal up there is concerned, we would still have 
to haul our coal to a tipple. A new tipple would cost approximately 
$200,000. 

Senator Biste. Building the spur line in would shorten up your 
haul from 3 miles to approximately what, a half mile? 

Mr. Waveaman. I would say about a half mile, or a quarter mile, 
all depending on which pit you were hauling from. 

Senator Briere. Even with your spur line in your property, you 
would still have a loading and unloading operation ? 

Mr. Wavcaman. That is correct. 

Senator Breve. I think I have no further questions unless you want 
to add something to what Mr. McCarty said. 

Mr. Waucaman. That is all. 

Senator Brste. Mr. McCarty, it may be understood you can file a 
supplementary statement. 

Mr. Woozley, were you going to testify on this matter? We will 
be very happy to have you join us. 

Mr. Wooztry. I do not know, Senator, if there is anything I, as 
representative of ac Bureau of Land Management, can add. If there 
are any questions, I will be glad to attempt to answer them. 

Senator Breite. Are you familiar with the petition which has been 
filed ? 

You might come up here and make yourself comfortable, Mr. 


Woozley. 


STATEMENT OF EDWARD WOOZLEY, DIRECTOR, BUREAU OF LAND 
MANAGEMENT, DEPARTMENT OF THE INTERIOR 


Senator Bree. You are familiar with the petition of Ben Shallit, 
which has been filed in this matter ¢ 

Mr. Wooztry. Yes, sir. 

Senator Bieter. I think probably the only question we might care 
to ask of you is how would Mr. Shallit obtain a right-of-way through 
the Usibelli property in order to reach the spur ‘line on the Alaska 
Railway, some 6 miles distance ? 

Mr. Wooztry. I would say he would make an application for the 
right-of-way, giving the metes and bounds description that he de- 
sired to use. It could then be considered and weighed on its merits. 

Senator Brexe. In case of a conflict and protest filed by Usibelli, 
that is resolved in the same manner as other filings and protests are 
resolved ¢ 

Mr. Wooz.try. Yes, sir; we would probably make a decision based 
on all the known facts and that is subject to appeal to the Director 
and on to the Secretary. 

Senator Brste. It would follow the regular pattern of the Bureau 
of Land Management procedure / 

Mr. Wooziry. Yes, sir. 

Senator Bistz. I am directing my attention almost entirely to the 

right-of-way for road purposes as distinguished from the right-of- 
way for railroad purpose. 
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I think it is a fair statement from the evidence that the road pres- 
ently being used by Mr. Shallit does wash out during flash floods at 
various times of the year. The road is of some 25 feet in width, it is 
a gravel road, it is not an all-weather road. 

‘T do not know whether there is anyway that can be designed other 
than meeting of the minds of these two parties, whereby a satisfactor y 
road can be built to serve not only the Cripple Creek property but also 
the so-called Roth property on the north. It seems to me this problem 
directs itself pretty much to that point. 

Mr. Wooztey. Yes, sir; I think if they can find a way that they can 
cross the property without undue damage, that they should try and 
work it out between themselves. That has been our attitude. 

I think Mr. Shallit is now offered a right-of-way permit from the 
Bureau of Land Management. 

Senator Bieter. It appears that is not completely satisfactory al- 
though I am not too clear, and I think we can recall Mr. Shallit for 
the purpose of questioning him on it as to why that road is not satis- 
factory if in fact he agreed to accept that right-of-way in November 
of last year. Are you familiar with that particular negotiation ¢ 

Mr. Wooztry. No, sir. 

Senator Bratz. That decision is one that was written by Under 
Secretary Orme Lewis; is that correct ? 

Mr. Wooziey. I think it was on appeal; yes, sir. 

Senator Brisize. My attention has been directed to a letter which 
is made part of the petition, on pages 51 and 52. I direct your atten 
tion, first, to page 51, where you directed a letter to the Assistant See- 
retary under date of October 14, 1954. 


Mr. Wooziey. Yes, sir. 
Senator Biste. With particular reference to the last paragraph of 
that letter as it is contained on page 52: 


At the meeting Mr. McCarthy (sic) stated that the relations between his 
client and Mr. Shallit were better, that Mr. Barash and he were engaged in 
preparing a form for a stipwation and agreement between Usibelli and Shallit 
which would provide for the mutual operation of 1 truck road only through the 
Usibelli interests, instead of the present 2 roads, one Usibelli’s and the other 
Shallit’s. As soon as this agreement is signed and filed with the record of the 
appeal, Fairbanks 08 your solicitor expects to dispose of the appeal and 
thus close the entire case. 


Mr. McCarry. May I comment with regard to that, because it uses 
mv name ¢ 

Senator Breite. Yes. 

Mr. McCarry. Later in the text of the petition, there is this 
sentence : 

The latter statement, attributed to Mr. McCarty, is completely erroneous. 


I subscribe to that entirely. 

Senator Bisie. This letter itself is correct / 

Mr. McCarry. No doubt about that. 

Senator Brair. But the reference to you is wrong ? 

Mr. McCarty. Exactly. There must have been some mistaken 
impression. That is all I can say. I did not say that. 

Mr. Wooziry. Mr. Chairman, there may have been a misunder- 
standing, but that was my understanding at the time that Mr. Me 
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Carty and Mr. Barash were engaged in trying to arrive at a satis- 
factory arrangement for the use of the road. 

Senator Brie. That was your understanding. Of course, it seems 
that might be one ideal way of working this out, but, apparently, that 
is not what they were doing. 

Mr. Wooztey. That was my understanding. That is why I stated 
so in the letter. 

Senator Brere. Do you have any further ideas as to how you can 
work out a mutual use of that road ? 

Mr. Woozi_ry. I would think that if these two gentlemen cannot 
arrive at a satisfactory solution to get through there and Mr. Shallit 
makes an application for a road by metes and bounds that we would 
have to make a determination whether that road would be satisfactory 
or not. 

Senator Bisie. If they designate it as the route, the present all- 
weather road which Usibelli is using exlusively——- 

Mr. Wooztry. That would be something we would have to deter- 
mine when we got to it if they made that application. 

Senator Brste. If that is the property of the Usibelli Co., is it not 
true that some compensation would have to be provided for use of 
that road ? 

Mr. Woozitxy. I would think so; yes, sir. There would have to be 
an arrangement worked out. 

I am not so sure, Mr. Chairman, that that road—and I would have 
to ask Mr. McCarty or Mr. paren, whether that road itself is on 
public lands. If it were not—— 

Mr. McCarry. Yes; these are all public lands. 

Senator Brete. I was under the impression they were. 

Do you have any further suggestion to offer as to the amiable solu- 
tion of this entire problem ? 

Mr. Wooziry. I am afraid I do not. 

wore d Biste. I think that is all, Mr. Woozley. Thank you very 
much. I did not know how familiar you were with this particular 
situation. 

Mr. Wooziry. 1 am sorry I do not have any technical people down 
here with me who have actually worked on this. 

Senator Bisre. I understand that Mr. Barash wants 3 minutes by 
way of rebuttal. 


STATEMENT OF MAX BARASH—Resumed 


Mr. Barasu. Mr. Chairman, I merely want to make some comments 
on the question of the right-of-way. 

Senator Bint. Let us limit ourselves to the right-of-way for the 
road. 

Mr. Barasu. First, with regard to the right-of-way, Mr. Chairman, 
Mr. Shallit filed the application for right of way in 1951. There- 
after, Usibelli Coal Mine, Inc., filed protest and appeals against that 
right-of- "ee That continued in the Department for a period of 
2 years. I should say 3 years. The final decision was rendered by the 
Department in 1954. 

Well, we might ask, why did Usibelli Coal Mines, Inc., write a letter 
to the Secretary of the Interior offering to settle the controversy on 
certain conditions to which I subsequently acquiesced. 
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Let us look at this in proper perspective. You must bear in mind 
that in April 1953, the Alaska Railroad had filed a right-of-way ap- 
plication with the Bureau of Land Management. The construction of 
the railroad was at that time imminent. 

My theory is, sir, if I may say so, that Usibelli Coal Mine, Inc., was 
willing to concede and give Mr. Shallit at that time a road in the bed 
of the Healy River, which they should not have opposed in the first 
instance. 

The petition that Cripple Creek Coal Co. has filed cites the decision 
of the Bureau of Land Management, dismissing the protest filed by 
Usibelli as being without merit. 

I do not want to take the time of the committee, but merely want to 
suggest that that was one reason why Usibelli was willing to settle the 
controversy with regard to the right-of-way in the bed ‘of the He: aly 
River. 

Senator Binite. Now, to clear my own thinking on it, the statement 
of the counsel for Usibelli says this: that the stipulation of last year, 
signed by Mr. Shallit, was in effect an agreed statement of operating 
conditions under which both mines would work together : 

It recognized the development of the Usibelli leasehold as the dominant 
use. We thus thought this matter was finally at rest because the right-of-way 
so formalized was approximately the same as that applied for by Mr. Shallit in 
1951 and in use by him since that time. 


Mr. Barasn. Yes, sir. But bear in mind, sir, that in 1951, Mr. 
Shallit had no other alternative. 

Mr. Usibelli would not permit Mr. Shallit to construct a road on 
the high ground of his lease. The only place that he would permit 


Mr. Shallit to file a right-of-way and to construct a road was in the 
bed of the Healy River. So rather than get into any extended con- 
troversy at that time, in 1951, Mr. Shallit took the easiest way out and 
filed his right-of-w ay in the bed of the He: ily River. 

Senator Bree. What you are saying is that although you formal- 
ized that right-of-way does not necessarily mean you were satisfied 
with that right-of-w ay. 

Mr. Barasu. Yes, sir; because all through those vears, 1951, 1952, 
1953, and 1954, even though Mr. Shallit’s right-of-way application was 
pending, we neverthe less were asking the Alaska Road Commission 
and the Alaska Railroad either to construct an all-weather road or 
a spur. 

Senator Bratz. What consideration has your client, and yourself, 
given to working out a joint use of the upper road ¢ 

Mr. Barasn. Well, Mr. Shallit has testified with regard to that 
before and I would rather he would say a word about that. 

Senator Binte. You can sum it up very briefly. 


STATEMENT OF A. BEN SHALLIT—Resumed 


Mr. Suauuir. I have attempted many times to work out some sort 
of deal where we could use the road but at all times we have never 
arrived at any figure that would leave me any chance to compete in 
any markets. What Usibelli wanted was so much that 1 would be 
entirely out of the business. I have discussed this matter with Mr. 
Waugaman since he has been in charge of Usibelli’s operations, but 
Mr. Waugaman apparently cannot make any decisions. It is up to 
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Mr. Usibelli to do that. I have asked Mr. Waugaman, “Where on 
your lease can I go and still keep out of the river? Where will I inter- 
fere least with your operation? That is where I will file for my 
right-of-way.” He says, “There just isn’t any place you can go. That 
is your answer.” 

Mr. Barasu. Now with regard tothe testimony of Mr. Kalbaugh, he 
proceeded on the philosophy, Mr. Chairman, that the Alaska R: lilroad 
is a private railroad rather than a Government railroad, and that its 
purpose is to open up and develop the coal resources of Alaska. Both 
the Alaska Railroad and the Defense Department are arms of the 
Government. The Government is the beneficiary in any event if the 
military purchases coal at cheaper prices. True, the military expects 
to pure ‘hase only 828,000 tons during the next 3 fiscal years because 
it is reducing its present stockpile to a 90-day supply, but the Ladd 
and Eielson Air Force Bases are burning coal currently ‘at about 
100,000 tons annually. These air bases will again be purchasing coal 
at the rate of, as the colonel from the Defense Department. testified 
today, 336,000 tons after fiscal year 1958, if not a greater tonnage. If 
the spur is constructed, there is no doubt that the military would be 
purchasing coal at cheaper prices. Jt would unquestionably promote 
competition in the Healy River Valley. 

Cripple Creek Coal Co. has offered to cut its price by $1 per ton. 
That is tangible proof of the savings that would result. Usibelli Coal 
Mine, Inc., does not want the railroad spur constructed. It will not 
permit the Alaska Road Commission to utilize Usibelli’s present road 
to contsruct an all-weather road to the Cripple Creek Coal Co. 
property. 

What is the answer? Is Cripple Creek Coal Co. to be forced out 
of business? That sums up my comments. 

Senator Brste. Thank you very much. 

Mr. Satur. In rebuttal to what Mr. McCarty or Mr. Waugaman 
said in regard to the mining operations on the north side of the river, 
it was stated that it would be impossible to put a railroad through that 
cut; that it would so interfere with the mining operations that they 
could not sluice, remove the overburden from the coal from the 2, 3, 4, 5, 
or 6 beds up there. That is a question of engineering judgment. It ismy 
opinion that first of all they will not strip the beds on the north side 
of the river that dip into the hill because th: at is a question of eco- 
nomics, it is a question of cost, and in my opinion as an engineer, I do 
not think they will be able to do it. The other thing is, ‘they say if 
you put a railroad through that cut or some place around there that 
it will block off the stripping so that the gravel cannot be drained 
through there. It is my contention that a small tressle in 1 or 2 places 
or a culvert or something like that would be ample to bring the water 
in the strip area and let the tailing go down below. I think it is an 
extremely simple engineering problem ; and if Usibelli does not have 
the engineering staff to decide on it, I think there are experts around 
here who are familiar with that work and can testify on that. 

Senator Brste. Prior to the time that you obtained this lease permit 
in 1949 or 1950, did you investigate the right-of-way possibility both 
for the road and the railroad ? 

Mr. Suatuir. Yes, sir. 

Senator Bratz. As a lawyer of seven lots of land-blocked people, 
what did you do prior to the time you obtained the permit or the lease ? 
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Mr. Smauuir. I had read the act. It was my impression that access 
would be granted to me, that the Government had reserved that right 
to all coal leases. I see no reason now why proper access cannot be 
granted. Before I even started on there one of the main problems was 
that of transportation. That is when I wrote to Mr. Ghiglione asking 
if it was possible to get any help from the road commission. It was 
my feeling that if the road commission came in there and even got a 
right-of-way, even though I had to put the money into it, if they got a 

safe 1 ‘ight-of-way I could build on it there; it would be necessary in 
order to get through. In other words, it is my contention that when 
the Government gives you a coal lease they give you access to it. And 
by access I mean a reasonable access. I felt that certainly I could 
obtain a proper right-of-way either through the railroad or through 
the road commission. 

For a long time, thinking that the railroad would, of course, be the 
ultimate way of getting coal out, because it is the cheapest way, and 
after all the thing to do is to get your coal out as cheaply as possible 
so you want to get it on the railroad as soon as possible—I asked the 
railroad if they “would kindly survey the right-of-way ; where, if they 
ever built a railroad, I would build my road there. They could give 
me permission to use that right-of-way and I would gradually build 
that right-of-way on railroad grade. 

[ would start ‘in building along the grade of the railroad where J 
could, and where it got too diffic ult in the cuts or fills, I would skirt 
around until such time as I could gradually whittle away at it. I 
thought in a period of time I would have that road whittled down so 
it would be feasible for railroad grading. But the railroad never 
saw fit to run that survey until the year the Connor Committee was 
up there. At that time it looked as though they were going to put 
the road through. So I did not request the permission to use that 
right-of-way while they were in the process of surveying. 

Senator Brste. Thank you, Mr. Shallit. 

Do we have any further witnesses / 

Mr. Barasu. We appreciate the time you have given us. 

Senator Brnxe. Is there anything further ? 

Mr. McCarry. I would like to make this one general observation. 
That is, that we are here on the petition directed at the railroad. We 
have gotten into a right-of-way problem which, in my opinion, is a 
substantially different situation. If the committee desires more infor- 
mation with regard to either of the m, we will be delighted to supply 
it. We are prepared today mainly in connection with this railroad. 
That is what our formal statement was directed to. 

Senator Brste. I think the petition was directed to that and a great 
deal of the case. The Chair feels that possibly there is a happy solu- 
tion to this overall problem. 

Mr. McCarry. Mr. Shallit stated he could not file for a right-of-way 
anywhere else than where it now is. That is obviously wrong. The 
man can file for anything he wants anywhere. Whether it is granted 
or not, is the question. 

Senator Bratz. What will the attitude of your client be when he 
files on the upper road / 

Mr. McCarty. The problem, of course, is to get a road which can be 
constructed economically. Accordingly, the area is restricted and it 
runs smack into our operation. As far as the railroad is concerned, 
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the continued insistence for some reason or another to want to plot 
this thing through our No. 1 cut would be something that might be to 
the economic advantage of the railroad and Mr. Shallit, but would 
simply destroy us. 

Senator Bisie. The joint use of the upper road would not bother ? 

Mr. McCarry. No, sir, but there are conditions which we state 
with respect to that. That proposition has never been made except. in 
the context that it be bought into by Mr. Shallit with the idea of con- 
verting it toa railroad. If it means we are going to let ourselves open 
to someone participating in our investment so they might have some 
say as to what that will be used for at a later date, Iam afraid we have 
to be quite wary in connection with it. 

Thank you, Mr. Chairman, very much for your courtesy. 

Senator Bret. We are very happy to have you, Mr. McCarty. 

I might state that the record will be available to all who testified for 
the purpose of correcting and editing their statements if they would 
like todo so. T assume that the record can be kept open for a reason- 
able time for the purpose of allowing any insertions. 

Mr. Waveaman. Mr. Shallit said a minute ago that it would not be 
economically feasible to strip coal on the north side of the river in 
the area where the No. 1 cut goes through the hill. I might say, sir, 
that we have been stripping coal there for the last 2 vears. We have 
constructed a dam on that side. We have installed 2 pumps and 2 
pipelines. We intend to strip in there the remainder of this stripping 
season and probably for the next 2 or 3 stripping seasons or until all 
the coal is stripped out of there. I cannot understand his making 
that comment. Of course, we may lose money on it. If so, some of 
our stupid engineers will probably get fired over it. 

Senator Brate. Without getting into any surrebuttal here on that 
question, the subcommittee hearing will stand adjourned. 

I want to thank and commend all of the witnesses. Without ex- 
ception, presentations have been clear and pertinent to the issues. 
I think we have made a good record upon which the subcommittee will 
be able to reach a determination. So that all of the material may 
be available in a single document, I will direct that Mr. Shallit’s 
petition and Mr. Usibelli’s answer appear as an appendix, together 
with any related material that is pertinent. Also, the record will be 
kept open a reasonable time to permit any party in interest to file 
supplemental statements or additional information that might be 
helpful to the committee. Again, thank you. 

(Commirrer Norp.—Pursuant to the express permission of the act- 
ing chairman, the record of the hearings was kept open for a period 
of 2 weeks to permit any party in interest to submit additional and 
supplemental material. “Mr. Usibelli’s counsel requested that the orig- 
inal answer to Mr. Shallit’s petition be printed and this document 
appears as appendix B, post.) 

(The following supplemental statement was submitted by Mr. Max 
Barash, counsel for Mr. Usibelli:) 


WASHINGTON, D. C., June 7, 1955. 
Hon. ALAN BIBLE, 
Acting Chairman, Subcommittee on Territories, 
Interior and Insular Affairs Committee, 
United States Senate, Washington 25, D. C. 
Dear SENATOR Brste: At the conclusion of the hearing on June 1, 1955, of the 
Subcommittee on Territories of the Interior and Insular Affairs Committee, 
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United States Senate, on the petition of Cripple Creek Coal Co., you kindly offered 
to keep the record open for a reasonable time for the submission of such additional 
statements as might be desired. The following statement is therefore being sub- 
mitted pursuant thereto in the hope it will be helpful to the committee in pin- 
pointing the vital issues and the key testimony of the Interior Department expert 
witnesses who had no ax to grind. 

I. There is nothing in the statute authorizing the establishment of the Alaska 
Railroad which requires that construction of a branch be self-sustaining and 
self-amortizing. 

The petition of Cripple Creek Coal Co. (see p. 74) quotes the governing statute 
(48 U. S. C., 1955 edition, secs. 301 et seq.) which declares the policy of Congress 
to be that the line or lines of the Alaska Railroad 

“* * * be so located us to connect one or more of the Pacific Ocean harbors on 
the southern coast of Alaska * * * with a coalfield or fields so as best to aid 
in the development of the * * * mineral or other resources of Alaska, * * * and 
30 as to provide transportation of coal for the Army and Navy * * *.” [Emphasis 
added. | 
and empowers, authorizes, and directs the President 

“* * * to construct and build a railroad or railroads along such route or routes 
as he may so designate and locate, with the necessary branch lines, feeders, 
sidings, switches, and spurs * * *.” 

On pages 74 to 80 of the petition several instances are cited where branch lines 
were constructed out of lump-sum appropriation in furtherance of the purposes 
of the act. In those instances nothing was said to even suggest the necessity that 
the branch lines be self-sustaining or self-amortizing except for the significant 
observation that the construction of the branch lines would resuit in saving money 
for the Alaska Railroad and the taxpayer in cheaper fuel. On pages 76 and 77 
of the petition appears the following statement made by Colonel Steese, head of 
the Alaskan Engineering Commission, now the Alaska Railroad, to Chairman 
Cramton of the House Appropriations Committee: 

“Colonel STEESE. * * * The Moose Creek spur was never estimated for, but 
was actually built out of a lump-sum appropriation. It was built after the mat 
ter had been referred to the President. One of the objects specified in the Rail 
road Act was to reach the coalfields as a means of development. The statement 
shows that the construction of the Moose Creek spur would save its cost to the 
railroad in 2 years in the lower price of coal.” 

Colonel Steese’s statement that one of the objects of the Railroad Act was to 
reach the coalfields as a means of development is as valid today as it was then 
On pages 77 to 79 of the petition appears the story behind the construction of the 
!-mile spur to the coal deposits of the Healy River Coal Corp., predecessor to 
Suntrana Mining Co. The cost of constructing the spur was stated by Colonel 
Mears, then head of the Alaskan Fngineering Commission, to be $200,000 (see 
p. 79 of the petition). Toward the cost of constructing that spur, Healy River 
Coal Co. contributed $10,000 in cash and $20,000 in coal delivered to the railroad 
Again, it is significant that no mention was made of the need for the spur to be 
self-sustaining or self-amortizing other than the fact that it would result ir 
cheaper coal to the railroad and to the Territory. 

There is no need to labor the point that the Alaska Railroad is Government- 
owned and operated and that it has a clear duty under the statute to provide 
railroad access to open up the coal resources of Alaska even if the cost of con 
structing a spur should never be amortized. However, there is not the slightest 
doubt, on the basis of the evidence adduced at the hearing, that the cost of con 
structing a spur to the Cripple Creek Coal Co. lease would be amortized over a 
period of years by savings to the military alone. In submitting its bids to the 
Navy Fuel Supply Office to supply the coal requirements of the Ladd and FBielson 
Air Force bases in Alaska for the fiscal vears 1956, 1957, and 1958, estimated at 
828,000 tons for the 3 years, Cripple Creek Coal Co.’ made a firm offer to reduce 
its price by $1 per ton if a spur is constructed to its lease property. This evi- 
dences good faith and demonstrates the savings which would accrue to the mili- 
tary. Nor can there be any doubt that the savings to the civilian consumers of 
coal in the Fairbanks area would also be substantial by virtue of the added 
competition that would result from the construction of a spur. 

II. The testimony of the key witnesses of the Interior Department at the he: 
ing demonstrates beyond doubt the need for railroad access to the Cripple Cree! 
Coal Co, lease and to the Government coal reserves. 

Of all the key witnesses personally familiar with coal mining operations in 
Alaska, Leo H. Saarela, regional mining supervisor of the United States Geo- 
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logical Survey, is best qualified to discuss the importance of the spur in developing 
the coal resources of the Healy River Valley above the Usibelli lease. Mr. 
Saarela is in charge of coal mining operations on all Federal coal leases in Alaska, 
including the Usibelli and Cripple Creek coal leases. Excerpts from his testimony 
follow: 

Transcript, page 141: 

“Senator Braie. * * * So there would be a saving, according to your state- 
ment, according to the Government because they would be saving that much 
money through the use of railroad transportation rather than truck tran- 
sportation? 

“Mr. SAARELA. Yes. 

“Senator Birste. Based on the figures of 150,000 tons from the Usibelli and 
150,000 tons from Shallit? 

“Mr. SAARELA. Yes. 

“Senator BrBLe. And you believe that same statement is true today? 

“Mr. SAARELA. I believe so; yes. 

“Senator Breie. I assume, based upon that statement, that you believe exten- 
sion of a branch line through the Usibelli lease would result in a more economical 
operation to the Cripple Creek property then ; is that true? ’ 

“Mr. SAARELA. Yes. 

“Senator BrsLe. Would that same hold as to the Usibelli property itself? 

Page 142: 

“Mr. SAARELA. I believe it would, although the Usibelli management has dis- 
agreed with that. They have a tipple to move. At the rail head they have their 
present tipple. In other words, they are trucking coal from 3 miles or more 
and they have their tipple at the rail head at the present time. However, they 
have indicated that it would cost too much to move the tipple and that is the 
prohibiting argument, I believe, in their statement that they do not want to use 
the railroad. 

“Senator Brsie. I guess in view of your statements that it undoubtedly follows 
that in the event of some type of emergency, it would certainly make the Roth 
property far more accessible if the spur line were built at least to Cripple Creek. 

“Mr. SAARELA. Yes; it would. 

“Senator Brele. I think that follows very naturally from what you have de- 
veloped here.” 

» * * x 

Page 145: 

“Senator Brsie. Are there any better means of developing reserves above Usi- 
belli than would be Cripple Creek and block 28 through the extension of the 
branch line? Is there any other way to get it out? 

“Mr. SAARELA. I do not think so. 

“Senator Breve. I think that develops it very well, Mr. Saarela. 

Dr. John C. Reed, in charge of Alaskan Affairs for the Geological Survey, is 
headquartered in Washington, D. C., but he has personally inspected the coal 
properties in the Healy River Valley and, although competent to testify on the 
key issues, did so with tongue in cheek to avoid conflict with the policy decision 
of the Secretary of the Interior not to construct a spur. Nevertheless, we believe 
his testimony although guarded is self-revealing. Excerpts from that testimony 
follow : 

Transcript, pages 95-96: 

“Senator Brete. I might ask the question. If you are not the qualified witness 
to give the answer, simply say so. Do you believe the extension of the branch 
line through the Usibelli lease would result in a more economical operation to 
the Usibelli property? That is an economic question. 

“Dr. Reep. As an individual, in my opinion it would make it easier for Shallit 
to operate, and hence he probably could deliver coal at a somewhat lower price. 

“Senator BrsLe. My question was directed to the Usibelli property rather than 
Cripple Creek. But I assume your answer would be the same. 

“Dr. REED. No; I am not sure that it would. 

“Senator Brere. You think there is a distinction? 

Page 96: 

“Dr. Reep. I haye seen Mr. Usibelli’s statement that this would not aid him 
at the present time. I am only going on his statement and not my own. 

“Senator Brie. You have no independent judgment as to whether the rail- 
road would aid him or would not aid him? 

“Dr. Reep. I do not. 
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“Senator BrsLe. Do you have any opinion as to the opening up of the Roth 
property by extending the spur line to the Cripple Creek line? Is that a desirable 
feature of the problem before us? 

“Dr. Reep. The Roth property has been held in reserve for a possible emer- 
gency. It was the opinion of my Bureau, and I believe generally accepted, that 
it was an area where coal could be obtained rather easily and rather quickly. 
However, to take that coal out, transportation of some sort would have to be 
provided. It hence would follow that it would be more immediately available 
if transportation were put in at this time. 

“Senator Brste. And if there were a spur line that extended to the Cripple 
Creek property, then that would be advantageous to the Roth property which 
adjoins it? 

“Dr. Reep. It would, indeed. Although to my knowledge there is no plan 
to do any mining in the Roth property at the present time.” 

Mr. A. F. Ghiglione, Commissioner of Roads for Alaska, falls in the same 
category as Dr. Reed—a witness who would have preferred to speak more freely. 
Excerpts from his testimony follow : 

Transcript pages 146-149: 

“Senator Breie. It is my understanding that it is your feeling the construction 
of a road by your Commission would more quickly provide the needed access 
to the Alaska Railroad; that is, the construction of a road from the spur into 
this property involved. 

“Mr. GHIGLIONE. Yes, sir. I should qualify that. When we originally were 
contacted by Mr. Shallit when he first opened up this property, his request to 
the Road Commission was given consideration along with similar requests from 
elsewhere in Alaska for assistance to open up properties in Alaska. 

“Tt has always been the policy of the Road Commission to assist wherever a 
road will become a public road and contributions or cooperation by the requester 
are offered. In that case, we did recognize that Mr. Shallit needed assistance 
on the road and we offered assistance on the cooperative basis; however, always 
recognizing that we were limited in funds to projects of fifteen or twenty thou- 
sand dollars in scope. When we got into Mr. Shallit’s picture a little further 
and saw the scope of it, and also recognized that it would be more desirable 
to have the railroad extended into the area since this was just a stub road, 
it was not connected with any road system, the policy of the Department came 
to bear in which we backed out of it, frankly, and supported the justification 
of a railroad extension. 

“Senator Brie. You say the policy of the Department came to bear; how did 
that come about? 

“Mr. GHIGLIONE. Through the Office of Territories, under which both the rail- 
road and the Road Commission are concerned and through the Alaska Field 
Committee which was brought out in the presentation. 

P. 148: 

“All the Interior agencies got together about three times a year in Alaska 
and discussed our mutual problems. It was the feeling of the entire com- 
mittee at that early stage that it would be more desirable to support a railroad 
extension than a road. 

“Senator BrsLe. Who made that determination ? 

“Mr. GHIGLIONE. That was the Alaska Field Committee made up of the heads 
of all the Interior agencies in Alaska. 

“Senator Brete. Who are the heads of the Interior agencies in Alaska? 

“Mr. GHIGLIONE. That is presented in Mr. Shallit’s statement. There is the 
head of the Alaska Railroad, at that time Colonel Johnson; the head of the 
Bureau of Land Management, Mr. Puckett; the head of the Road Commission, 
at that time Colonel Noyes; the Bureau of Mines; Geological Survey; Bureau 
of Indian Affairs. I believe that covers the field. 

“Senator BrsLe. That determination was made in what year ? 

“Mr. GHIGLIONE. It is in the record there, about 1951 or 1952. 

“Senator Brste. And it was resolved then that it was preferable to serve this 
area by a spur railroad line rather than a highway; is that true? 

“Mr. GHIGLIONE. That is true; yes, sir. 

“Senator Binte. Is that still the thinking of the Road Commission of Alaska ? 

Page 149: 

“Mr. GHIGLIONE. It was our thinking up until just the recent determination 
that the Department does not support a railroad based on tonnage figures of coal. 
Now it looks like we are back in the picture.” 
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Mr. John E. Manley, Acting General Manager of the Alaska Railroad, for 
obvious reasons was reluctant to offer testimony which might conflict with 
departmental policy. Excerpts from his testimony are, we submit, revealing. 

Transcript, page 130: 

“Senator Biste. * * * Do you think that the users in the Territory would save 
$100,000 then in this next fiscal year if the spur were constructed ? 

“Mr. MANtey. I would say that they would save, well, threre are a lot of 
variables. If all of the coal were sold by the Suntrana Coal Corp.. there would 
be no saving. 

“Senator Brnre. I understand. 

“Mr. MAaNtey. If it were all by Usibelli, it would be a lesser saving, or if it 
would be all by Mr. Shallit there would be a greater saving. 

“In fiscal 1954, the year that estimate was made, there were approximately 
550,000 tons of coal, I believe, from the Suntrana area, of which approximately 
350,000 tons were shipped by Usibelli and Shallit. The total military requirements 
as projected for the fiscal year 1956 for north of the range is 150,000 tons so that, 
of course, will upset the picture by quite an amount, of course.” 

Transcript, pages 132-138: 

“Senator Biste. Was that filing [referring to the railroad right-of:way] on 
behalf of yourself or the Alaska Railroad bolstered by whatever type of showing 
you had before you? Was that passed on to the Interior Department to secure 
from them a positive statement as to their policy? 

“Mr. MANLEY. I would have to assume, Mr. Chairman, that it was passed on in 
the form of copies. Ido not believe I could answer you definitely on that without 
referring to the files. 

Page 133: 

“Senator Breie. Since the date of your filing of April 20, 1953, again, what was 
come about to change the position of the Alaska Railway? Does it boil down 
purely and simply to the estimated needs of the Defense Department, the two 
airbases? 

“Mr. MANLEY. Thatis correct. * * *” 

In connection with this latter testimony, it is important to note what Col. Darrel 
G. Welch, Chief, Fuels Division, United States Air Force, testified with respect 
to reduction of the present coal stockpile and estimated future needs for the Ladd 
and Eielson Air Force Bases in Alaska. 

Transcript, pages 88-89: 

“Colonel WeitcH. * * * Our plan is to reduce the current stockpile through 
fiscal year 1956, after which the estimated consumption should level off at about 
336,000 tons annually. 

“Accordingly, procurement of new coal will decline through fiscal year 1956 
and increase to the above estimated level of consumption by fiscal vear 1957. 

“The attached schedule indicates the Air Force requirements from fiscal year 
1955 through fiscal year 1958 for coal at Ladd and EBielson Air Force Bases, 

Page 89: 

“You will note that for the next 8 years, fiscal year 1956 through 1958 amount 
to about 825,000 tons. It is actually 822,000 tons for the next 8 years to be 
procured, as compared with a Department of Interior figure furnished in the letter 
previously referred to, which gave 828,000 tons.” 

Thus, the stockpile is to be reduced significantly only in fiscal year 1956. In 
the following fiscal year 1957 Colonel Welch states military procurement of 
coal will increase to 336,000 tons. For fiscal year 1958, however, the Navy Fuel 
Supply Office, acting for the Air Force, has invited bids to supply the Ladd and 
BHielson bases in Alaska with 392,000 tons. It is difficult to understand, therefore, 
Colonel Welch’s statement that after fiscal year 1956 “the estimated consumption 
should level off at about 336,000 tons annually.” Whether the tonnage be 336,000 
tons, 392,000 tons, or more, the plain fact is that the military would unques- 
tionably save money if the spur is constructed. 

Ill. The testimony of the Department’s key witnesses establishes that the 
construction of a spur line would not affect adversely the mining operations of 
Usibelli Coal Mine, Ine. 

Some brief excerpts from the testimony of key witnesses should be sufficient to 
establish that the plea of Usibelli Coal Mine, Inc., of possible damage to its 
mining operations has for its purpose delaying construction of a spur. 

Transcript pages 134-135: 

“Senator Brete. I might ask you, because of Mr. Manley’s last statement, what 
is your opinion as to the construction of a spur line from the Suntrana property 
to the Cripple Creek property insofar as it might adversely affect the mining 
property of the Usibelli Corp.? 
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Page 155: 

“Mr. SAARELA. Well, Mr. Chairman, that problem has been discussed a number 
of times as there continually seemed to be objection by the Usibelli Coal Co. 
but I believe that the road could be routed without an undue hardship or diffi- 
culty as far as the Usibelli Coal Co. is concerned. 

“Senator BisLe. That was the opinion you expressed in response to Mr, Man- 
ley’s inquiry to you previously? 

“Mr. SAARELA, That is right. 

“Senator Brs_e, It is still your opinion? 

“Mr. SAARELA. That is right. * * *” 

Transcript pages 03-94: 

“Senator Bible, ] am not asking you that question. I am not asking you 
policy questions on either the highway or the road. What I am asking is, Could 
one extend the spur line from the Suntrana claim to Cripple Creek so as to 
go through the Usibelli lease without unduly interfering with the mining oper- 
ations of the Usibelli preperty, if you are qualified to speak on that question? 

“Dr. REED, I do not think I am able to answer that question specifically, In 
my opinion it would be possible to build such a line without danger to the con 
servation of the coal in the area over which the line would run, I am not 
qualified specifically to speak as to the degree to which that might or might not 
interfere with Mr. Usibelli's operation,” 

Transcript page 133: 

“Senator Biste. Are you qualified to speak as to whether or not a spur could 
be built into the Cripple Creek property without endangering the mining property 
of the Usibelli’s? 

“Mr. MANLEY. I believe the Usibelli Coal Co. approached the railroad, eithe1 
with correspondence or verbally, and indicated that a rail line would cause them 
difficulties. In any event, the railroad wrote to Mr. Saarela and requested 
advice as to whether such a spur or line would destroy the value of mining 
property, and I believe Mr. Saarela’s answer is in Mr. Shallit’s presentation. 
He indicated that he did not believe it would be detrimental,” 


IV. CONCLUDING REMARKS 


The principal objection of the Secretary of the Interior to the construction 
of the spur is the contention that it is not economically justified in view of the 
declining military demand for coal. This contention is manifestly specious and 
without merit. The military demand for coal in fiscal year 1956 to supply the 
Ladd and Eielson Air Force bases in Alaska has been reduced to approximately 
150,000 tons only because it has been decided to reduce the present stockpile over 
a 3-year period. Both bases are still burning coal at the rate of about 400,000 
tons annually. For fiscal years 1957 and 1958 the military requirements for 
coal for the 2 bases are estimated by the Navy Fuel Supply Office, acting for 
the Air Force, as totaling 678,000 tons, such estimate being predicated on con 
tinued reduction of the stockpile. Beyond fiscal year 1958 it is reasonable 
to assume that the demand for coal will be greater. In any event, however, it 
is indisputable that the military must save money on coal procurement if railroad 
access is provided. We hope and pray that the committee’s report on the hearing 
will produce the following conclusions: 

1. That railroad access to the Cripple Creek Coal Co. lease and to the Gov 
ernment coal reserves is the only feasible means for opening the Coal resources 
above the Usibelli lease to development to assure an adequate and uninterrupted 
supply of coal to the military and civilian consumers of coal in Alaska 

2. That until railroad access is provided, immediate steps should be taken by 
the Department of the Interior, acting through the Alaska Road Commission, 
to construct an all-weather highway to the Cripple Creek Coal Co, lease and to 
the Government coal reserves, properly graded so that rail tracks can eventually 
be laid thereon, 

3. That the all-weather road be constructed over the Federal lease properties 
of Suntrana Mining Co., Usibelli Coal Mine, Ine., and Cripple Creek Coal Co. 
utilizing all existing roads on public lands of the United States deemed most 
feasible engineeringly. 

Respectfully submitted. 

MAx Bar ASH, 
Attorney for Cripple Creek Coal, Co. 


(Whereupon, at 5: 55 p. m., the hearing in the above-entitled matter 
was concluded. ) 
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APPENDIX A 


PETITION OF A. BEN SHALLIT DOING BUSINESS AS CRIPPLE CREEK CoAL Co., FAIR 
BANKS, ALASKA, TO THE INTERIOR AND INSULAR AFFAIRS COMMITTEES OF THE 
UNITED STATES SENATE AND THE HOUSE OF REPRESENTATIVES FOR AN INVESTIGA- 
TION AND PUBLIC HEARINGS 


OUTLINE 


Purpose of investigation and public hearings. 
Chronological account of efforts made by Cripple Creek Coal Co. to have the railroad spur constructed by 
the Department of the Interior. . 

Issuance of coal prospecting permit to A. Ben Shallit and need for railroad access, 

Correspondence in 1950 and 1951 between Cripple Creek Coal Co. and Interior Department with regard 
to construction of railroad spur or all-weather road. 

Shallit’s application for preference right lease and dismissal of protests by the Interior Department 

Correspondence in 1952 between Cripple Creek Coal Co. and Interior Department with regard to 
construction of railroad spur or all-weather road. 

Exchange of telegrams between Naval Supply Depot and Cripple Creek Coal Co. showing need for 
supplying additional coal to military installations and outcome thereof. 

Statutory authority for Secretary of Interior to issue right-of-way easements and action taken under 
the regulations. 

gi or Fa against granting of right-of-way easement to Cripple Creek Coal Co. and disposition 
thereof, 

Work done by Alaska Railroad in 1952 and 1953 in surveying the route of its proposed right-of-way in 
anticipation of construction of spur. 

Correspondence between Office of Secretary of Interior and Governor of Alaska in 1952 with regard to 
importance of increasing coal production in Alaska. 

Correspondence in 1953 between Cripple Creek Coal Co. and Interior Department with regard to 
construction of railroad spur or all-weather road. 

Request of Alaska Railroad for railroad right-of-way for construction of spur. 

Suspension of permission to construct railroad spur by Bureau of Land Management and withdrawal 
of right-of-way by Alaska Railroad. 

Recommendations of Coal Subcommittee of Alaska Field Committee of Interior Department urging 
construction of railroad spur. 

Investigation of Alaska coal situation by committee headed by Charles W. Connor, formerly Adminis- 
trator of Defense Solid Fuels Administration, and Annual Reports of Secretary of Interior to the 
President for fiscal years ending June 30, 1953, and June 30, 1954. 

Exchange of correspondence between Assistant Secretary of the Interior and Director, Bureau of Land 
Management; which led to withdrawal of railroad right-of-way. 

Correspondence in 1954 between Cripple Creek Coal Co. and Interior Department with regard to con- 
struction of railroad spur or all-weather road. 

Cripple Creek Coa) Co.’s application for Government loan to develop an underground mine, the need 
therefor, and approval thereof as a defense loan pursuant to section 302 of Defense Production Act. 

Creation of Healy River Spur, Inc. as nonprofit corporation, to construct railroad spur, how it was 
conceived, and its demise. 

Estimated savings to Government had railroad spur been constructed and in existence since 1950 

failure of Secretary of Interior to carry out statutory mandate of Congress and precedents for providing 
railroad access to lessees operating coal leases on Federal lands in Alaska. 

Conclusion. 

EXHIBITS 


A. Letter dated March 2, 1950, from Alaska Road Commission to A. Ben Shallit. 
. Letter dated December 20, 1950, from Alaska Road Commission to Cripple Creek Coal Co. 
. Letter dated April 3, 1951, from Alaska Road Commission to Director, Office of Territories 
. Letter dated May 9, 1951, from Alaska Road Commission to Cripple Creek Coal Co 
Bureau of Land Management decision of April 5, 1951. 
Departmental decision of October 2, 1951. 
. Departmental decision of October 6, 1951. 
. Letter dated February 25, 1952, from Alaska Road Commission to Cripple Creek Coal Co. 
. Telegram of June 25, 1952, from Naval Supply Depot to Cripple Creek Coal Co. 
. Telegram of June 25, 1952, from Cripple Creek Coal Co. to Naval Supply Depot. 
.. Telegram of June 27, 1952, from Cripple Creek Coal Co, to Naval Supply Depot. 
. Bureau of Land Management decision of September 10, 1952 
M. Departmental decision of November 5, 1954. 
N. Undated letter from Assistant Secretary of the Interior to Governor of Alaska. 
O. Letter dated January 12, 1953, from A. Ben Shallit to General Manager, Alaska Railroad Co 
P, Letter dated January 28, 1953, from Acting General Manager, Aaska Railroad, to Cripple Creek 
Coal Co. 
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Letter dated February 2, 1953, from Cripple Creek Coal Co. to Chief Engineer, Alaska Railroad 
Letter dated February 2, 1953, from Cripple Creek Coal Co., to Acting General Manager, Alaska 
Railroad 
gram dated ul 1, 1953, fre Cripple Creek Coal Co. to Max Barash 
d March 3, 19 rom Max Barash to Chief, Alaska Division, Office of Territories 
l Mar 11, 1953, from laska Road Commission to Cripple Creek Coal Co 
1 April 2 153, from Alaska Road Commission to Chief, Alaska Division, Office of Terr 


ited June 30, 1953, from Alaska Road Commission to Chief, Alaska Division, Office of Terri 


ited A pril 29, 1953, from acting general manager, Alaska Railroad, to regional administrator, 
1 of Land Management 
dated March 3, 1954, from general manager, Alaska Railroad, to Director, Office of Territories 
ype of August 4, worse from Administrator, Bureau of Land Management to regional adminis- 
, Anchorage, Ala 
etter dated Octo 1] "195 4, from General Manager, Alaska Railroad, to Area Administrator, 
Bureau of Land Managemen t, Anchorage, Alaska 
iw of Land Management decision of November 2, 1954 
wnscript of minutes of meeting of Alaska Field Committee’s Coal Subcommittee dated April 30, 
53 
ws lipping Jessen’s Weekly October 22, 1953 
1954, from Assistant Secretary of Interior to Director, Bureau o 


lum dated October 1, 
nagement 
— : ited October 14, 1954, from Director, Bureau of Land Management, to Assistant 
lie Lan : Management ° 
d oma mt 23, 1954, from Max Barash to Director, Bureau of Land Management 
t October 19, 1954, from A. Ben Shallit to Aleska Road Commission 
: r it Octoner ae 4, from Alask Road Comm ission to Cripple Creek Coal Co 
ited November 4, 1954, from A. Ben Shallit to Alaska Road Commission. 
lated November 8, 1954, from Alaska Road Commission to Cripple Creek Coal Co 
-- d October 21, 1954, from A. Ben Shallit to general manager, Alaska Railroad 


tte 
tter d “ 1 December 21, 1954, from Alaska Road Commission to A. Ben Shallit. 


, 
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etter 
etter ¢ 

‘ 

otter report of January 15, 1953, from A. Ben Shallit to regional mining supervisor, Geological Survey 
‘ 
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“i November 5, 1954, from General Manager, Alaska Railroad, to Cripple Creek Coal ¢ 


tter dated August 16, 1954, from Reconstruction Finance Corporation to Healy River Spur, In« 
tter dated August 11, 1954, from Office of Defense Mobilization to Reconstruction Finance Cor 
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poration 
Analysis of truck haulage costs by A. Ben Shallit. 


Hon. JAMES E. MurRRAY, 
Chairman, Interior and Insular Affairs Committee, 
United States Senate, Washington, D. C. 


and 
Hon. CLatr ENGLE, 
Chairman, Interior and Insular Affairs Committee, 
House of Representatives, Washington, D. C. 

DeAR Mr. CHAIRMEN: Because of the continued failure of the Secretary of the 
Interior to provide adequate railroad a to the Healy River Valley of the 
Nenana coalfield, Territory of Alaska, A. Ben Shallit, doing business as Cripple 
Creek Coal Co., Fairbanks, Alaska, holder and operator of a Federal coal lease 
on public lands on the United States in the Territory, hereby petitions the In- 
terior and Insular Affairs Commitees of the Congress to conduct an investigation 
and hold public hearings to determine : 

1. Why the Secretary of the Interior refuses to authorize the Office of Terri- 
tories, which has jurisdiction over the Alaska Railroad, to construct a spur from 
the present rail’s end at Suntrana, Alaska, to the operating coal mines and to 
the Government coal reserves (also known as the Roth coal reserves) in the 
Healy River Valley, a distance of approximately 6 miles, when: 

(a) it is essential in the public interest and in the interest of national 
defense that a spur be constructed to serve the military and civilian needs of the 
Territory of Alaska ; 

(b) the interested bureaus and agencies of the Department of the Interior 
familiar with Alaskan coal development in the Healy River Valley have for the 
past 4 years consistently recommended the construction of a spur; 

(ec) the United States Government and the taxpayers will be the principal 
beneficiaries of a spur in terms of dollars saved each year in the cost of pur- 
chasing coal used by the military installations in Alaska—failure to construct 
the spur has already cost the Government an estimated additional $1 million 
over the last 5 years; 

(d) the construction of a spur will facilitate the development of the coal re- 
sources in the Healy River Valley and provide ready access to the reserves to 
meet the ever-increasing needs of the military installations in Alaska ; 
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(e) the development of the coal resources in the Healy River Valley is neces 
sary and essential in promoting true competition among the present coal oper 
ators serving the military and civilian markets in Alaska; 

(f) the importance of maintaining adequate coal reserves and year-round 
transportation facilities in Alaska is even more significant today to meet 
projected military demand in the light of the present tensions in the Far East 

(g) the Secretary of the Interior is under a statutory duty to provide ade 
quate railroad access to lessees operating coal leases on Federal lands in 
Alaska in circumstances such as are present here. 

After almost 5 years of continuous but unsuccessful efforts to prevail upon 
the Department of the Interior to construct a railroad spur or an all-weather 
road so that coal produced from the Healy River Valley can be transported 
at the lowest possible cost to military and civilian consumers, we have no 
ulternative but to petition your committees to conduct an investigation and 

hold public hearings so that the true reasons for the failure to do so may 
he brought to light. Failure to construct a spur has resulted in increasing 
the cost to the Government of coal purchased for use by the military installa 
tions in Alaska over the last 5 years by an estimated $1 million. Moreover, 
the lack of a spur has needlessly cost Cripple Creek Coal Co. a total of 
$152,495.37 to construct and maintain temporary roads and bridges— money 
that was wasted and could have been contributed toward the construction of 
the needed spur. 

So that the members of your committees may have a better understanding 
of the reasons which prompt this petition, we are submitting herewith a 
chronological account of the efforts we have made to have a spur constructed 
from the present rail’s end at Suntrana to the operating coal mines and Govern 
ment coal reserves in the Heaiv River Valley. e 

On July 22, 1949, the Department of the Interior granted A. Ben Shailit 
a coal prospecting permit covering 1,120 acres of land in the Healy River 
Valley for a period of 4 years. While performing the exploratory work neces 
sary to determine the existence, extent, and workability of the coal deposits 
underlying the lands included in the prospecting permit, it became o}ivious 
that proper development of the coal deposits would necessitate an extesion 
of the Alaska Railroad from its rail’s end at Samtrana to the property or, in 
the alternative as an immediate expedient, the construction of an all-weather 
truck haulage road. The rail’s end at Suntrana is situated on the Federal 
coal lease of Suntrana Mining Co. (formerly Healy River Coal Co.). Adjoin 
ing the Suntrana lease to the east is the Federal coal lease of Usibelli Coal 
Mine, Inc., and adjoining the Usibelli lease also to the east farther up the 
Healy River Valley is the coal property of Cripple Creek Coal Co, The Gov 
ernment coal reserves, also known as the Roth coal reserves, adjoin and lie 
beyond the Cripple Creek lease still farther to the east and continuing up the 
Healy River Valley. The Healy River traverses the Suntrana, Usibelli, Cripple 
Creek, and Roth properties. An extension of the Alaska Railroad from Sun 
trana to the Usibelli mine would cover a distance of approximately 2.4 miles; 
trom the Usibelli mine to the mouth of Cripple Creek a distance of approxi 
mately 2.2 miles; and from Cripple Creek to Coal Creek (Government coal 
reserves) a distance of approximately 1.5 miles—making a total of little more 
than 6 miles from Suntrana to the Government coal reserves,’ 

On February 15, 1950, more than 5 years ago, a request for the construction 
of an all-weather road as an immediate expedient was made by Shallit to the 
Alaska Road Commission of the Department of the Interior. Replying to this 
request on March 2, 1950, Mr. A. F. Ghiglione, then Chief Engineer of the Alaska 
Road Commission, stated as follows :° 

“Reference is made to your letter of February 15 requesting that an extension 
of the Healy River-Suntrana road be undertaken to serve your property The 
desirability of such a road is recognized. Wowever, the Alaska Road Com- 
mission is not at present in a position to undertake this work since it has not 
been our policy: to construct roads into undeveloped mining prospects, 

1These distances are based upon estimates submitted by F. ©. Kalbaugh, general 
manager of the Alaska Railroad, to William C. Strand, Director, Office of Territories 
Department of the Interior, under date of March 8, 1954. (See exhibit Y appended thereto 
under footnote 25.) 

2A copy of the letter is appended hereto as exhibit A. 
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“Should the actual development and production be instigated on the property. 
it is very probable that some cooperative assistance could be worked out where 
by the road could be constructed with a portion of the expense shared by you 
as offered in your letter. 

“Since you indicate that you will be in Juneau in the near future, it is sug- 
vested that you visit our office, at which time more detailed information can 
be given you.” [Italics supplied. ] 

By July 5, 1950, Mr. Shallit had developed sufficient coal reserves to mine 
commercially and, pursuant to the regulations of the Department of the In- 
terior, he filed a preference right application for a coal lease on the lands in- 
cluded in his prospecting permit. Toward the end of June, Mr. Shallit organ- 
ized the Cripple Creek Coal Co. and in July executed a contract with the Depart- 
ment of the Army calling for the delivery of 50,000 tons of coal to the military 
installations in Alaska. 

To reach the railroad siding at the rail’s end at Suntrana, a distance of ap- 
proximately 6 miles, it is necessary to cross the lands under lease to two other 
coal mining companies, viz, Usibelli Coal Mine, Inc., and Suntrana Mining Co. 
Because the contract with the military was not signed until late July, and be- 
cause the Usibelli Coal Mine, Inc., interposed such strenuous opposition not only 
to the use of any of its existing and available roads running through its Federal 
coal lease but also to the construction of any road traversing the high ground 
of its lease, it was necessary immediately to begin construction of a temporary 
road down the middle of the stream of the Healy River so that it could be 
completed and frozen over in time for deliveries of coal to military installations 
starting in October of that year. Thus, the only immediately available location 
of the road in the middle of the stream subjected it to being washed out and 
destroyed by the spring thaws, summer flash floods, and manmade destruction, 
rendering the road unavailable for use during part of the year and requiring 
rebuilding and maintenance at great cost. 

Since the Cripple Creek Coal Co. property was now in commercial production, 
a formal request for assistance was again made to the Alaska Road Commission 
on November 4, 1950. On December 20, 1950, Chief Engineer Ghiglione re- 
sponded, in pertinent part, as follows:* 

“The need for access to yoyr coal properties is recognized and the Alaska 
Road Commission is interested in seeing that such access is provided. 

“Mr. Saarela, Territorial mining engineer, has been contacted concerning 
the area served by your present road and the various mines and developments 
that would also be served if the road were improved as you have recommended. 
Mr. Saarela is of the opinion that the district merits development and he has 
taken the initiative by writing to the Alaska Railroad in order to ascertain 
whether an extension of the present railroad spur could not be undertaken. 
It appears that an extension of the railroad would be much more desirable than 
the road improvement, since the railroad service would eliminate your short- 
haul trucking and rehandling of the coal. 

“If it transpires that the Alaska Railroad will not undertake extension of their 
line, Alaska Road Commission will program the road improvement, providing 
the anticipated farm and industrial road funds are appropriated by Congress.” 
[Italics supplied. ] 

On April 3, 1951, Mr. John R. Noyes, then Commissioner of Roads for Alaska, 
addressed a letter to the Director, Office of Territories, in which he stated as 
follows: * 

“The development of the coal deposits of the Healy River Valley up to the 
present time has been dependent upon the Alaska Railroad for transportation. 
The Healy River Coal Corp. mine is served directly by the railroad. Several 
properties farther up the valley, including the Usibelli and Cripple Creek 
mining properties, have been served by the railroad through short access roads 
of a low standard extending from the properties to the end of the railroad. 

“Appeal has now been made to the Alaska Road Commission to construct a 
standard all-weather road up the Healy River Valley from the end of the 
railroad to the farther coal properties. This woud involve about 8 miles of 
road. 

“The development of the coal resources of the region on any adequate scale is 
dependent upon railroad transportation. For this reason the matter was re- 
ferred to the Alaska Railroad through the Alaska field committee. A copy of a 


3 A copy of the letter is appended hereto as exhibit B. 
4A copy of the letter is appended hereto as exhibit C. 
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letter recently received from Col. J. P. Johnson, general manager of the Alaska 
Railroad, to Mr. A. Ben Shallit of the Cripple Creek Coal Co., indicates that funds 
are not available for this new railroad construction. 

“Road funds are not available either; but in view of the fact that the project 
was first proposed as a road project, it is desired to urge that the Alaska Rail 
road provide whatever facilities are required in the Healy River Valley rather 
than to attempt an unsatisfactory, halfway solution by means of a road. It is 
my opinion, concurred in by the Territorial Commissioner of Mines, that the area 
is definitely worthy of development at this time. Unless directed by the Office 
of Territories, we will leave this matter entirely to the Alaska Railroad. At the 
same time I wish to emphasize that I think the project is a worthy one for rail- 
road development. [Emphasis supplied. ] 

On May 9, 1951, Chief Engineer Ghiglione of the Alaska Road Commission, 
wrote to Shallit as follows: ° 

“This letter is written to inform you that it will not be possible for the Alaska 
Road Commission to undertake any road construction to assist in providing access 
to your property on Healy River. This decision has been necessary since the 
Interior Department considers the development should be accomplished by the 
tlaska Railroad and that no highway funds can therefore be involved. 

“T am sorry that our previous correspondence may have mislead you and may 
have caused you to plan on having assistance this season. I hope we will be in 
a position to work with you at some future date.” [Emphasis supplied. | 

Thus, even as early as 1950 and 1951 the Alaska Road Commission and the 
territorial mining engineer recognized the necessity for extending the railroad 
from Suntrana up the Healy River valley to encourage the development of the 
coal resources and to serve the coal-mining properties, including Usibelli and 
Cripple Creek. Commissioner of Roads Noyes unequivocally stated in his letter 
of April 3, 1951, that The Development of the coal resources of the region on any 
adequate scale is dependent upon railroad transportation; that “it is desired to 
urge that the Alaska Railroad provide whatever facilities are required in the 
Healy River Valley rather than to attempt an unsatisfactory, half-way solution 
by means of a road: and that I wish to emphasize that I think the project is a 
worthy one for railroad development.” Chief Engineer Ghiglione stated with 
equal firmness in his letter of December 20, 1950, that “The need for access to 
your coai properties is recognized” and that “It appears that an extension of 
the railroad would be much more desirable than the road improvement.” In 
his later letter of May 9, 1951, Chief Engineer Ghiglione advised Shallit that it 
would not be possible for the Alaska Road Commission to undertake any road 
construction to assist in providing access to his property on Healy River because 
“the Interior Department considers the development should be accomplished by 
the Alaska Railroad.” Four years have elapsed since Shallit was advised that 
the Interior Department considered that the needed access should be provided by 
the Alaska Railroad, and despite the fact that Cripple Creek Coal Co. has con- 
tinuously pleaded with the Department for the construction of the spur its 
efforts have met with failure. 

In the meantime, Shallit’s application for a preference right lease was meeting 
vigorous opposition in the Department of the Interior at the hands of Emil 
Usibelli and Usibelli Coal Mine, Inc., the owner and operator of the adjoining 
coal lease and a competitor in the coal business. Protests were filed with the 
Bureau of Land Management and later with the Secretary of the Interior against 
the issuance of a lease to Shallit. Three separate decisions dated April 5, 1951, 
October 2, 1951, and December 6, 1951, were rendered by the Department of the 
Interior dismissing the protests as being without merit and affirming the right 
of Cripple Creek Coal Co. to the issuance of the lease applied for and the coal 
lease was finally issued on December 20, 1951, effective as of July 5, 1950.2) The 
final decision of the Department is reported in volume 60, Interior decisions, 
beginning at page 515. 

While the delay in the issuance of a lease to Shallit did not preclude Cripple 
Creek Coal Co. from entering into contracts for supplying coal to the military 
installations in Alaska, it did seriously hamper obtaining the financing necessary 
for long-range planning and development of the lease property. However, the 
delay in issuing the lease did not detract from the obvious—namely, that the 
construction of a spur and the extension of the railroad from its present rail’s 


5 A copy of the letter is appended hereto as exhibit D. 
6 Copies of the decisions are appended hereto as exhibits E, F, and G. 
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end at Suntrana to the Usibelli lease property, then continuing on to the Cripple 
Creek lease property, and beyond that to the Government coal reserves, was in 
fact a military necessity to meet any possible emergency and was absolutely 
essential if the coal resources of the Healy River Valley were to be properly 
developed. Every agency of the Department of the Interior concerned with 
this problem has so declared itself in no uncertain terms, as we shall hereinafter 


establish. 

Following the issuance of a lease to Shallit on December 20, 1951, he renewed 
his efforts to obtain construction of a spur, or an all-weather road which could 
be used as a base for the eventual laying of the spur. Under date of February 
25, 1952, A. F. Ghiglione, Commissioner of Roads for Alaska, wrote to Shallit 
as follows:’ 

“Reference is made to your letter of February 20, 1952, concerning the recent 
plans for providing an all-weather approach road up the Healy River to the Roth 
property. The statement received from your Washington attorney is correct 
insofar as the plans of the Alaska Road Commission are concerned. However, 
to date no funds are available for the initiation of this work. 

“As you will recall, our previous efforts to construct a road up the Healy 
River were stopped when the possibility of the extension of the Alaska Railroad 
spur entered the picure. Ata recent meeting in Washington, D. C., it was decided 
that the construction of a road by the Alaska Road Commission would most 
quickly provide the needed access to the coal reserves. As a result of this 
meeting the Alaska Road Commission was instructed to make surveys and 
prepare estimates for the project in anticipation of funds for the construction. 

“No funds for this work are included in our budget estimates now before 
Congress, and unless an emegency appropriation is received, there can be no 
work undertaken this coming season. Since I have no information regarding 
possible emergency funds for this work, I am not able to give you any assurance 
upon which to base your judgment in submitting bids to the military for a coal 
contract.” 

Thus, 9 months after Shallit was advised that the Department considered 
desirable the extension of the railroad by the Alaska Railroad, he was told 
by letter of February 25, 1952, that it had been decided at a meeting in Wash- 
ington, D. C., that construction of a road by the Alaska Road Commission 
would most quickly provide the needed access to the coal reserves. But 
even this road was not forthcoming despite the fact that, as indicated in Mr. 
Ghiglione’s letter of February 25, 1952, the Alaska Road Commission had been 
instructed to make surveys and prepare estimates for the construction of an 
all-weather road in anticipation of an emergency appropriation for this pur- 
pose. Moreover, Mr. Ghiglione was not even able to give Shallit any assur- 
ance with regard to the all-weather road upon which to base judgment in 
submitting bids to the military for a coal contract. The need for year-round 
access had become extremely important in supplying coal to the military. 
On June 25, 1952, Cripple Creek Coal Co. received from the Naval Supply Depot, 
Seattle, Wash., the following telegram: ° 

“Request immediate advice by wire or telephone concerning additional tenta- 
tive quantities of coal for Ladd and Eileson Air Force bases. Assuming avail- 
ability of cars advise tonnage you could supply of size 8-6 x 0 mine run for 
each of the following months July, August, and September.” 

By telegram of the same date, Cripple Creek Coal Co. replied as follows: * 

“Reurtel June 25 engineer at mine now determining available tonnage months 
July, August, September and will advise you. 

“Meanwhile right-of-way across Usibelli lease blocked by Usibelli Coal Mine 
since Apri 21 although permission for advance construction granted by Bureau 
of Land Management on August 10, 1951. 

“This roadblock until removed precludes delivery of any coal unless right-of- 
way established. 

“Interior Department Washington fully advised regarding Usibelli inter- 
ference.” 

Again by telegram of June 27, 1952, Cripple Creek Co. advised Naval Supply 
Depot as follows: ” 

“Reurtel June 25 can deliver 10,000 tons coal each month beginning October 
and continuing into spring of 1953 as long as road is usable. 


7A copy of this letter is appended hereto as exhibit H. 

5 A copy of the telegram is appended hereto as exhibit I. 
* A copy of the telegram is appended hereto as exhibit J. 
” A copy of the telegram is appended hereto as exhibit K. 
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Uncertain road conditions before October 1 preclude deliveries during July, 


\ugust, and September.” 
} 


Inasmuch as Cripple Creek Coal Co. was not in a position to supply coal 
to the military installations on a year-round basis because of the failure of 
the Department of Interior to construct an all-weather road or to construct a 


spur extending the Alaska Railroad from Suntrana to the Cripple Creek coal 
euse and beyond that to the Government coal reserves, the major portion of 
coal purchased by the military for the year beginning July 1, 1952, went to 
Usibelli Coal Mine, Inc. Whether this point up the real motivation for the 
vigorous opposition which Usibelli Coal Mine, Inc., later interposed to the 
construction either of a railroad spur or an all-weather road across the Usibelli 
ease, as evidenced by the official correspondence of the Department of the In- 
terior hereinafter cited, we deem unnecessary to discuss 

\lthough the Usibelli mine operations are from 2 to 3 miles from the present 
rail’s end at Suntrana, it has a permanent substandard all-year road which, 
though expensive to maintain, is used to truck coal to the railroad. Obviously, 
extending the railroad to the Usibelli lease property would eliminate a large 
part of the truck haul and reduce substantially the cost of supplying coal to 
the military. Even more important, however, it is apparent that Usibelli Coal 
Mine. Inec., recognizes that if a spur is constructed it would also serve Cripple 
Creek Coal Co, and give it permanent all-year transportation. Should this 
occur. Cripple Creek Coal Co. would then become a real competitor not only in 
supplying coal to the military but in supplying coal to the civilian consumer in 
Alaska, 

Failure of the Secretary of the Interior to extend the Alaska Railroad up the 
Healy River Valley to the Government coal reserves serves to impede the develop- 
ment of the coal resources and, in effect, to freeze that entire area by discouraging 
new venture capital that might otherwise be interested in coal development. 
Cripple Creek Coal Co. does not fear competition—it welcomes it because we 
believe that in the long run it will prove beneficial to the coal industry and to 
the Territory of Alaska. Aside from retarding the development of the coal 
resources of the Healy River Valley for lack of adequate railroad access, the 
military has paid in higher prices for coal purchased over the last 5 years the 
entire estimated cost of constructing a spur from Suntrana to the Government 
oal reserves. Thus, despite the fact that the military has paid higher prices 
for its coal, there is still no railroad access to the Usibelli and Cripple Creek 
coal mines and to the Government coal reserves in the Healy River Valley. 
Should an emergency develop, the need for coal would be urgent. In that event, 
the failure of the Secretary of the Interior to authorize the extension of the 
Alaska Railroad in order to provide vear-round access to the operating coal mines 
and to the Government coal reserves would be disastrous. The public interest 
and the national security would be jeopardized. 

From the very beginning, following the issuance of a coal prospecting permit 
to Shallit by the Department of the Interior, Emil Usibelli and Usibelli Coal 
Mine, Ine., have successfully resisted the construction of a railroad spur or 
the construction of a permanent all-weather road across the Usebelli coal lease 
property as constituting interference with the enjoyment of its lease and its 
conduct of mining operations thereon. That such opposition was and is without 
merit will become evident as this story unfolds, but it should be obvious that 
cooperation on the part of a competitor coal company was not to be expected. 
It is important to remember that the Usibelli coal lease is a Federal lease em- 
bracing public lands of the United States. The Congress has provided that all 
coal leases issued by the Department of the Interior shall expressly reserve to 
the Government the right to grant easements in, over, through, or upon the 
lands so leased as may be necessary for the working of other coal lands under 
permits or leases issued by the Department. 48 U. 8. C. 446 provides as follows: 

“Any lease, entry, location, occupation, or use permitted under sections 482-445 
and 446-452 of this title shall reserve to the Government of the United States 
the right to grant or use such easements in, over, through, or upon the land 
leased, entered, located, occupied, or used as may be necessary or appropriate 
to the working of the same or other coal lands by or under authority of the 
Government and for other purposes: Provided, That the Secretary of the Interior, 
in his discretion, in making any lease under said sections, may reserve to the 
United States the right to lease, sell, or otherwise dispose of the surface of the 
lands embraced within such lease under existing law or laws hereafter enacted 
insofar as said surface is not necessary for use by the lessee in extracting and 
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removing the deposits of coal therein. If such reservation is made, it shall be 
so determined before the offering of such lease. 

“The said Secretary during the life of the lease is authorized to issue such 
permits for easements herein provided to be reserved, and to permit the use of 
such other public lands in the Territory of Alaska as may be necessary for the 
construction and maintenance of coal washeries or other works incident to the 
mining or treatment of coal, which lands may be occupied and used jointly or 
severally by lessees or permittees, as may be determined by said Secretary (Oct. 
20, 1914, ch. 330, sec. 11, 38 Stat. 744).” 
and 43 United States Code 956 provides that— 

“The Secretary of the Interior is authorized and empowered, under general 
regulations to be fixed by him, to permit the use of the right-of-way through the 
public lands of the United States, not within the limits of any national forest, 
park, military or Indian reservation, for tramroads, canals, or reservoirs to the 
extent of the ground occupied by the water of the canals and reservoirs and 50 
feet on each side of the marginal limits thereof, or 50 feet on each side of the 
center line of the tramroad, by any citizen or any association of citizens of the 
United States engaged in the business of mining or quarrying or of cutting timber 
and manufacturing lumber or for the purposes of furnishing water for domestic, 
public, and other beneficial uses (Jan. 21, 1895, ch. 37, 28 Stat. 635; May 11, 1898, 
ch, 292, sec. 1, 30 Stat. 404; Mar. 4, 1907, ch. 2907, 34 Stat. 1269).” 

The general regulations promulgated by the Interior Department applicable 
to such rights-of-way in effect at that time provided for the granting of permis- 
sion for advance construction. 48 CFR 244.10 (a) provides as follows: 

“The manager may grant authority to construct project works over and 
through Interior Department lands other than Indian lands, in advance of 
approval of a permit or easement for the right-of-way or site upon a satisfactory 
showing of the necessity for such action, if found compatible with the public 
interest. Applications for such authority shall be cleared with interested 
agencies of the Department. The applicant for such authority shall agree that 
such construction is done at the applicant’s own risk and that the applicant will 
make full and prompt compliance with all requirements laid down by the Depart- 
ment as conditions precedent to the approval of the permit or easement. Appli- 
cations for such authority should be filed with the agency of the Department of 
the Interior having supervision of the land involved. Such agency shall submit 
the record with an appropriate report and recommendation to the manager.” 

Acting pursuant to the statutes and regulations above quoted, Cripple Creek 
Coal Co. on June 14, 1951, filed an application with the Bureau of Land Manage- 
ment for a road right-of-way across the Federal coal leases of Usibelli Coal Mine, 
Inc., and Suntrana Mining Co. Because of the strenuous resistance encountered 
from Usibelli when Shallit sought to use part of the Usibelli road for hauling 
supplies and equipment to his prospecting permit—a road which is situated on 
high ground and which Shallit considered at that time to be a public tramroad 
available for use in common by coal operators—the road right-of-way applied 
for by Cripple Creek Coal Co. followed the bed of the Healy River in an effort 
to avoid further controversy. Permission for advance construction of the road 
was granted by the manager of the Fairbanks land office on August 10, 1951. 
In this connection, it might be added that even though the road right-of-way 
followed the bed of the Healy River, legal proceedings and counterclaims for 
injunctive relief and for damages between Shallit, on the one hand, and Emil 
Usibelli and Usibelli Coal Mine, Inc., on the other, were prosecuted in the Alaska 
courts during this period. 

Notwithstanding that the law provides for the granting of tramroad ease- 
ments, that the Usibelli coal lease itself expressly reserves to the Secretary of 
the Interior the right to grant such easements, and that the road right-of-way 
in the bed of the Healy River was highly vulnerable to destruction by flash 
floods, spring thaws, and the elements in general, and was costly to maintain and 
rebuild, Emil Usibelli and Usibelli Coal Mine, Inc., nevertheless vigorously pro- 
tested to the Department of the Interior not only the grant of permission for 
advance construction of the road but the grant of the easement itself. So vehe- 
ment were the protests that two field investigations were conducted—one by the 
Bureau of Land Management and one at the direction of the Secretary. 

Upon receipt of the two reports of field investigation and upon consideration 
of all the facts, the Bureau of Land Management rendered a decision on Septem- 
ber 10, 1952, dismissing the protests and granting the right-of-way." Its decision, 
in pertinent part, is as follows: 


121A copy of the decision of September 10, 1952, is appended hereto as exhibit L. 





ALASKA COAL LANDS 115 


“* * * The Usibelli Co. claims that the proposed right-of-way would interfere 
with its operations, especially in the furnishing of an adequate water supply 
for the domestic use of the employees on its lease who reside at a camp within 
the lease boundaries. The report negatives this claim and shows that there 
is more than ample underground seepage to furnish a _ sufficient supply of 
domestic water. The report also shows that a rifle range has been set up with 
the gun pits on one side of the proposed Shallit right-of-way and the targets on 
the other. * * *” 

“Both field reports recommended that a right-of-way be granted and one of 
them even suggests that it would be preferable to move the road, the subject 
of the application, out of the riverbed and onto the adjacent high land. However, 
it seems probable a substantial part of the right-of-way will only be required 
temporarily. It is understood that the Alaska Railroad is now surveying a route 
for an extension of its line, now terminated at the Healy River Coal Co.'s mine, 
to a point at or near the Shallit lease, which will obviate the need for most of the 
rights-of-way. It is possible that the railroad will follow, if not use a part of the 
proposed Shallit right-of-way. The proposed right-of-way is usable in winter 
and can be used during the coming season after certain repairs are made. A 
new right-of-way would apparently involve extensive new construction which 
Shallit has not indicated that he desires to undertake. In fact, Shallit on his 
map outlines the same genral route as that he first applied for. In view of these 
facts, it seems unnecessary to consider the suggestion that the right-of-way be 
relocated on higher ground. 

“Although the matter has not been called to the atention of this office by either 
Shallit or Usibelli, the field report made at the request of his office recites that 
the surface works of the Healy River Coal Co. were destroyed by fire on August 
29, and that in consequence it will be some time before that company can resume 
full active mining operations: The report states that the Healy River Co. 
carried the major portion of the burden of supplying coal to the rail belt 
portion of Alaska. In such an emergency, it seems obvious that both Usibelli and 
Shallit will need to meet more of this burden than they have in the past and it 
is apparent from the whole record that the right-of-way is necessary to Shallit’s 
operations and that it does not unreasonably burden the Usibelli operation. 

“This matter has been thoroughly considered. The facts have been meticulously 
assembled by three agencies of the Department whose representatives have 
examined the land and discussed the proposed right-of-way with the parties 
coneerned, including the Usibelli Co. That company has filed a substantial body 
of argument in support of its protest, all of which has been considered. We are 
unable to perceive in what way oral argument would supplement the showing 
already made or establish what has not been established that the granting of 
the right-of-way seriously affects Usibelli’s interests as a lessee. On the con- 
trary, it appears that no adverse effect would result but that the Usibelli Co. could 
accommodate its operations to the situation with little or no additional expense. 
To accede to the protest would result in placing a heavy burden on Shallit who 
is also a lessee which is not justified in the circumstances . Accordingly, the 
application for an oral hearing and the protest as well are dismissed. 

“Since the rifle range across the right-of-way is neither a necessary nor proper 
activity under the lease and since it is a hazard to the free use of the right-of-way, 
the Usibelli Co. is required to dismantle it and to discontinue its use. Thirty 
days from receipt of a copy of this decision by that company are allowed within 
which to show compliance herewith in the absence of which further appropriate 
action will be taken.” 

In citing the Bureau’s decision of September 10, 1952, and in quoting there- 
from, we have no desire to rekindle the controversy with regard to this road. Our 
purpose primarily is to show that the Bureau of Land Management recognized 
that the road right-of-way in the riverbed was undesirable but deemed it unneces- 
sary to consider the suggestion made in one of the reports of field investigation 
that the right-of-way be relocated on higher ground because, as the Bureau said 
in its decision, “it seems probable a substantial part of the right-of-way will 
only be required temporarily” and “It is understood that the Alaska Railroad is 
now surveying a route for an extension of its line, now terminated at the Healy 
River Coal Co.’s mine, to a point at or near the Shallit lease, which will obviate 
the need for most of the rights-of-way.” At the same time, we do wish to call 
the Bureau’s decision to the attention of the committees to show that the Bureau 
found the protests against the granting of a road right-of-way to be without 
merit. 
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Emil Usibelli and Usibelli Coal Mine, Inc., however, did not accept the decision 
of the Bureau of Land Management as final. They filed an appeal to the Secre- 
tary of the Interior from the Bureau’s decision of September 10, 1952, and sub- 
mitted briefs in support thereof. The appeal dragged on for 2 years and finally, 
in an effort to resolve the controversy in which we are glad to say Usibelli and Usi- 
beli Coal Mine, Inc., cooperated, agreement was reached between Shallit and 
Usibelli with respect to certain conditions governing the use of the right-of-way 
by Shallit. The appeal was thereupon withdrawn and the conditions governing 
the use of the right-of-way were incorporated in the decision of the Department 
of November 5, 1954.” 

It seems hardly necessary to point out that the right-of-way granted by the 
Departinent after more than 8 years of controversy is still a temporary makeshift 
road requiring constant rebuilding. It is not a permanent all-year road which 
is an ubsolute necessity if the coal resources of the Healy Rivery Valley are to be 
properly developed. While the appeal was pending in the Department, Cripple 
Creek Coal Co, nevertheless continued with its efforts to have the Department 
act quickly in constructing the railroad spur. 

Returning to the decision of the Bureau of Land Management of September 10, 
1952, it should be noted again that the Bureau stated its understanding as being 
that “the Alaska Railroad is now surveying a route for an extension of its line, 
now terminated at the Healy River Coal Co.’s mine, to a point at or near the 
Shallit lease, which will obviate the need for most of the rights-of-way.” The 
latter statement was in fact true. In the spring of 1952 the Alaska Railroad sent 
a survey party into the field which began a detailed right-of-way survey on the 
proposed extension of the railroad from Suntrana. A plan of location line be- 
tween Suntrana and Usibelli Coal lease property, a distance of 2.4 miles, was 
located and staked. <A, plan of reconnaissance survey from the end of the loca- 
tion line at the Usibelli lease to the Government coal reserves (Roth property) 
was made but not staked and it was estimated by F. E. Kalbaugh, General Man- 
ager of the Alaska Railroad, that it would require 2 months time with a single sur- 
vey party to complete the reconnaissance survey and location. At that point the 
survey was temporarily discontinued. In the spring of 1953 the Alaska Railroad 
survey party resumed work on the project. Field quarters were established at 
the Cripple Creek Coal Co. camp and the company at its expense furnished this 
survey party with bunk and mess facilities as well as a jeep and a bulldozer in 
order to facilitate its work. Two weeks later, for reasons never clearly explained 
to Cripple Creek Coal Co., this location survey was discontinued. Later it was 
learned that the Secretary of the Interior had ordered an investigation to be 
made of the coal resources of Alaska by a committee headed by Charles W. Con- 
nor, formerly Administrator of Defense Solid Fuels Administration.“ The in- 
vestigation was to be made on the ground in Alaska and pending the submission 
of a report by the Connor Committee all decisions or activities pertaining to the 
Alaskan coal situation were to be held in abeyance. 

In the interim, in October 1952, Ludlow G, Anderson, Chief of the Coal Min- 
ing Branch of the Bureau of Mines at Anchorage, prepared a report on the coal 
situation in the Healy River valley for the information of all interested Gov- 
ernment agencies in Alaska, in which it is understood he strongly recommended 
that the Alaska Railroad be extended from Suntrana to Cripple Creek to assure 
production throughout the year and to encourage the development of the coal 
resources in that area. Shortly thereafter, then Assistant Secretary of the 
Interior Joel D. Wolfsohn wrote to the then Governor, Ernest Gruening of 
Alaska, in response to the latter’s letter of October 30, 1952, on the problems per- 
taining to the coal supply situation in Alaska. Reiterating the policy of the 
Department, Assistant Secretary Wolfsohn stated, in pertinent part, as follows": 
“This Department has been endeavoring for some time to promote an increase 
of coal-producing facilities in the Territory to meet the increase in demand, which 
the best information available indicates will arise in the near future. 

“The present tight situation, due in a large measure to the fire at the Healy 
River mine which curtailed production, and the loss of production at the Usibelli 
mine during the labor difficulties, indicates the necessity for an increase in pro- 
ductive capacity. Jt appears clear that the present mining facilities cannot pro- 


—$—— 


13 A cope .0f departmental decision of November 5, 1954 (A-—26673) is appended hereto 
as exhibit } 

18 Further reference will be made to this committee and its report later in this presenta- 
tion 

% A copy of this undated letter is appended as exhibit N. 
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duce sufficient additional coal to meet the requirements of the proposed new 
facilities which will be erected by the Department of Defense, and the needs of 
the increasing population.” [Emphasis supplied.] 

On January 12, 1953, Shallit wrote to Col. J. P. Johnson, then manager of 
the Alaska Railroad, as follows”: “We have been advised that the survey of the 
proposed Healy-Suntrana spur extension has been completed as far as the Usibelli 
airstrip and that a preliminary line has been run on the right limit of the Healy 
Rtiver as far as Coal Creek. 

“Any extension of the present spur would be of advantage to Cripple Creek, 
as well as the other operators in the Healy district. We have already gone on 
record as willing to assume our share of the cost of this construction, provided 
the financing can be arranged on a tonnage basis or by any other equitable 
means within our capacity. 

“Considerable benefit will accrue to us if the spur is extended as far as the 
mouth of Cripple Creek. Maximum advantage for full scale production would 
require a river crossing to the left limit of the Healy River near Cripple Creek. 

“In our long-range planning we are contemplating increasing our production 
to 200,000 tons per year by 1955. We believe that best operating costs will be 
obtained if the spur is brought over to the left limit of Healy River near the 
mouth of Cripple Creek. 

“It would be appreciated if during the coming season your engineering de- 
partment would look into the feasibility of building such a spur, in order that 
we may have benefits of your estimates in arriving at our future operating 
decisions.” 

Acting General Manager of the Alaska Railroad John KE, Manley replied to 
Shallit on January 28, 1953, as follows: “ 

“This will acknowledge your letter of January 12, 1953, in reference to ex 
tension of the Healy River spur from the Healy River mine to your operations 
at Cripple Creek. 

“As you are undoubtedly aware, we have surveyed a location as far as the 
Usibelli mine and proceeded with preliminary location thence on to your mine at 
Cripple Creek. The construction of this extension from Healy River is thor 
oughly contingent on the financing, and it is very gratifying to hear th you 
have funds to contribute to the building. 

“In order that we can better consolidate the thinking of various people con- 
cerned, we would appreciate it if, the next time you are in Anchorage, you would 
contact Mr. Irvin P. Cook, our chief engineer, and discuss the problem with him 
in reference to our preliminary lecation, as well as finance.” 

As requested, Cripple Creek Coal Co, wrote to Chief Engineer Irvin P. Cook, 
on February 2, 1953, in pertinent part, as follows: * 

“We believe that the preliminary location as surveyed by you is entirely satis 
factory for our needs and we would be pleased if actual construction during 
1953 proceeded as far as the Usibelli mine. If this were done, we would expect 
that we would be given track area and a small site for loading at that point. 

“We are willing to contribute to the cost of this construction on a tonnage 
basis, assuming that other users will make a like contribution. We assume 
that payments would be made to reimurse the railroad after the spur was com- 
pleted. The foregoing represents our thinking in regard to this matter but if 
there are any other questions we shall appreciate hearing from you as soon as 
possible. 

“The United States Bureau of Mines has recently released figures indicating the 
requirements for coal along the rail belt during the next few years and from 
these figures it should be apparent that uninterrupted production on a year-round 
basis would be required to fill these needs. The present haulage road of the 
Cripple Creek Coal Co. is subject to unforeseen washouts and is often made 
impassable because of glaciering of the Healy River. In order to insure year 
round coal deliveries, it is imperative that this spur track be extended without 
delay.” 

On the same date Cripple Creek Coal Co. wrote to Acting General Manager 
Manley as follows: “ 

“Thank you for your letter of January 28 inviting us to call on Mr. Irvin P. 
Cook, your chief engineer at Anchorage, to further discuss the extension of the 
Suntrana spur. 


1% A copy of this letter is appended as exhibit O. 
16 A copy of this letter is appended as exhibit P. 
17 A copy of this letter is appended as exhibit Q. 
18 A copy of this letter is appended as exhibit R. 
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“As mentioned in our letter of January 12, we are willing to assume our share 
of the cost of this construction, provided the financing can be arranged on a 
tonnage basis or by any other equitable means within our capacity. We wish 
to make it clear that at the present time we do not have funds to contribute to 
the building of the railroad, but it is assumed that we would be permitted to 
reimburse the railroad on a tonnage basis for an equitable share of the cost. 

“We understand that the railread has requested funds for this construction in 
the current budget.’ 

Later in the month our Washington attorney was advised informally by Joseph 
T. Flakne, Chief, Alaska Division, Office of Territories of the Department of the 
interior, that funds were not available to the Alaska Railroad for construction 
of the spur but that a decision had been reached for the Alaska Road Commission 
to construct a road along the route of the survey of the Alaska Railroad so that 
the spur could be constructed thereon at a later date when funds did become 
available. When it was learned that Mr. Ghiglione, Commissioner of Roads for 
Alaska, was to be in Washington, D. C., early in March, Cripple Creek Coal Co. 
sent a telegram dated March 1, 1953, to its Washington attorney as follows: *” 

“Suggest you advice Mr. Ghiglione that entire camp facilities of Cripple Creek 
mine will be at his disposal and that we will, without charge, provide meals, lodg- 
ing, gasoline, diesel fuel, lubricants, explosives, lumber, welding supplies, and 
use of shop and repair facilities.’ 

A copy of this telegram was forwarded to Mr. Flakne by letter of March 3, 
1953." On March 11, 1953, Mr. Ghiglione, writing to Cripple Creek Coal Co. 
from Washington, D. C., acknowledged receipt of the offer of assistance as 
follows: * 

“Your offer to cooperate in the construction of a road up the Healy River from 
the Alaska Railroad spur has been transmitted to the Office of Territories by 
Mr. Barash. This offer by which you agreed to furnish all housing and feeding 
of road crews in addition to supplying fuel and explosives needed in the con- 
struction will greatly assist in accomplishing this needed project. The Alaska 
Road Commission now plans to initiate the construction as soon as possible 
this spring and will draw upon your cooperative assistance as detailed above. 

“It is the intent of the Alaska Road Commission to provide and maintain the 
road from the railroad spur to the entrance to your properties. In accomplish- 
ing this it will also be essential that the cooperation of Mr. Usibelli be obtained. 
It is anticipated that Mr. Usibelli will not oppose this project since he will 
benefit by the Alaska Road Commission assumption of maintenance and re- 
sponsibility. The road alinement will follow as much as possible the existing 
roads up the Healy River and also conform to the proposed alinement for the 
railroad extension where such conformance does not result in excessive cost. 
Since it is essential that this work be started this spring, I will contact you 
further regarding arrangements for your cooperative assistance.” 

Any elation over the prospect of having the road constructed in the spring 
of 1953 was short-lived. On April 22, 1953, Mr. Ghiglione wrote Mr. Flakne as 
follows: * 

“Confirming our telephone conversation of this date the following is a résumé 
of the present status of the Healy River coal transportation problem. 

“After preliminary meetings with the Healy River Coal Corp., Usibelli Coal 
Mine, Inc., and A. Ben Shallit’s attorney in Fairbanks, a trip was made on April 
18 into the Healy River area for the purpose of working out the details of pro- 
viding low-cost road access. These details were to conform with the plan of 
construction outlined to me in Mr. Davis’ letter on March 9, 1953.” 

“The following people Were present at the site on April 18: Mr. Emil Usibelli, 
president, Usibelli Coal Mine, Inc.; Mr. Pete Nielsen, superintendent of Healy 
River Mine; Mr. Pat Cook, chief engineer of the Alaska Railroad; Mr. Ed Hart, 
locating engineer, the Alaska Railroad; Mr. Bruce Cannon, engineer, the Alaska 
Railroad: Mr. B. D. Stewart, Jr., chief, operations division, Alaska Road Com- 
mission: Mr. E. J. White, district engineer of the Anchorage district, Alaska 
Road Commission; and myself. Mr. Ludlow Anderson had been expected to 
attend but was called to Washington at the last minute. 

“It was not possible to obtain Mr. Usibelli’s permission to utilize his road or 
to traverse his area as was planned for the low-cost road project. Mr. Usibelli 


A copy of this telegram is appended hereto as exhibit S 

» A copy of this letter is appended hereto as exhibit T. 

21 A copy of this letter is appended hereto as exhibit U. 

2 A copy of this letter is appended heerto as exhibit V. 

23 Mr. Davis at that time was Director, Office of Territories. 
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claims that the traversing of his mine area by the road through to Mr. Shallit’s 
property would seriously handicap his operations, in addition to preventing 
access to large quantities of coal which his approved development plans have 
contemplated mining. In addition, the increased liability to Mr. Usibelli’s opera- 
tions from through traffic using his roud is considered by him to far offset any 
advantages he might receive through the Alaska Road Commission’s assumption 
of maintenance responsibility. In view of the above factors Mr. Usibelli refuses 
public use of his road and further advised that he would be forced to take legal 
action to restrain the Alaska Road Commission if we should attempt to take 
over. Mr. Usibelli is extremely anxious to obtain railroad access to his property 
and made the firm offer to our group of a $50,000 contribution toward this end. 

“As a result of the stand of Mr. Usibelli, the only construction possible at this 
time would be along the Alaska Railroad right-of-way and it is obvious that 
insufficient funds are available for this heavy work involving river changes, 
bridges, and rock riprap ban protection. The previous suggestion of Mr. 
Usibelli that the line be located south of Healy River is not practical both 
from a road and railroad construction standpoint, and he now agrees to accept a 
through line south of his camp area on the north side of the river. 

“The above situation again forces the Shallit mine into the position of having 
only temporary road access which is not usable for at least 6 months of the year. 
I do not consider it reasonable for the Alaska Road Commission to undertake any 
work on this temporary line since the work would be lost in subsequent seasonal 
floods. This, of course, forces the Shallit mine to consider contracts for sup- 
plying coal only during the fall and winter months. 

“As discussed in our telephone conversation, it will be necessary to obtain 
considerable funds before any improvement of the road access problem muy be 
attempted. If supplemental funds could be obtained through support of the 
inilitary, it is possible that some relief could be afforded the Shallit mine this 
season. In my opinion such action is not too probable and I have so advised Mr. 
Shallit. The desirability of providing the railroad exrtension rather than a 
temporary road is again apparent and I urge that further effort be toward this 
end. Our estimates for preparing the railroad grade from the Healy River 
mine to Cripple Creek by force-account work, exclusive of railroad ballast, rail, 
and structures, is $420,000. 

“The Alaska Road Commission is unable to proceed further with this project 
under the conditions outlined above.” [Emphasis supplied. ] 

Cripple Creek Coal Co’s hopes were further jolted by the contents of Mr. 
Ghiglione’s letter of June 30, 1953, to Mr. Flakne as follows: * 

“Reference is made to our telephone conversation of June 29 and previous 
correspondence on the subject of transportation access to the Healy River coal 
fields. Specifically answering the questions posed, it is necessary to restate that 
the Alaska Road Commission does not have sufficient funds to initiate construe- 
tion of an access road beyond the present railroad spur. This situation was ex- 
plained in detail in my letter of April 22, 1953, which submitted an estimate of 
$420,000 as being necessary for providing year-round highway access to the 
Usibelli and Cripple Creek mines along the Alaska Railroad right-of-way. 

“Provision of a dependable low-cost road through to the Cripple Creek mine 
as planned earlier this season on the basis of utilizing all existing roads of the 
Usibelli and Cripple Creek Coal Cos. is not possible as further stated in my 
letter of April 22. 

“The Alaska Road Commission has not filed formal right-of-way plat with the 
Bureau of Land Management for road access through this area. The Regional 
Administrator, BLM, has advised such filing is unnecessary since the Alaska 
Railroad filing will cover either road or railroad construction. A copy of Mr. 
Puckett’s letter of June 24 is enclosed. 

“Ta summing up the situation I see no way in which the Alaska Road Com- 
mission can provide dependable access to the Cripple Creek property with funds 
presently available. I have again so advised Mr. Leo Saarela and Mr. Orsini. 
As stated in my letter of April 22, I similarly advised Mr. Shallit in early April. 
The heavy construction that would be necessary through the present Usibelli 
tipple area and on up the Healy River with channel changes, bridges, and large 
amounts of heavy riprap protection would require funds greatly in excess of any 
which might be diverted from our meager farm road allotments. The coopera- 
tion offered by the Cripple Creek mine, while of considerable value, would still 
be insufficient to offset the large cost involved in this project.” 


% A copy of this letter is appended hereto as exhibit W. 





ALASKA COAL LANDS 


Despite the confusion that seemed to prevail in the spring of 1953 as to whether 
a spur would be constructed by the Alaska Railroad or an all-weather road by 
the Alaska Road Commission as an immediate expedient, the Alaska Railroad 
nevertheless proceeded to file in the Fairbanks land office of the Bureau ot 
Land Management a right-of-way along the route of the proposed extension of 
the railroad from Suntrana to the Government coal reserves, a distance of approx- 
imately 6 miles. This was accomplished by a letter dated April 29, 1953, from 
Acting General Manager of the Alaska Railroad John E. Manley to Lowell M 
Puckett, Regional Administrator, Bureau of Land Management, Anchorage, 
Alaska, reading in pertinent part as follows: * 

“The Alaska Railroad contemplates constructing at an early date an exten- 
sion of its rail line from mile 4.2 on the Suntrana branch to mile 6.6, adjacent to 
the Usibelli mine camp. Also, from mile 6.6 to mile 10.3, adjacent to the Roth 
coal reserve. 

“Tt is requested that there be noted under the act of March 12, 1914, 38 Statutes 
35, 48 United States Code 301 to 308, a right of way for this line to the extent 
of 100 feet on each side of the center line of the track. Accordingly, we are 
attaching 83 copies each of part 1, Suntrana Branch extension, Suntrana to 
Usibelli, and part 2, Suntrana Branch extension, Usibelli to Roth Reserve. 

“You will note in our letter of June 23, 1952, that the railroad contemplates 
the extension of this line in order that the Usibelli Coal Co., the Cripple Creek 
Mining Co., and any future producers, may have access to the Alaska Railroad, 
thereby reducing the costs of operation which in turn are passed to the Govern- 
ment in reduction of bid prices for the furnishing of coal, as well as to private 
industry. Jt is estimated that the construction of this line will result in the 
reduction of coal costs to the Territory of $200,000 annually.’ [Emphasis sup- 
plied.] 

It should be observed that under the act of March 12, 1914 (48 U.S. C., sees 
301-308), upon the filing by the Alaska Railroad of a right-of-way application 
accompanied by appropriate maps of location of the road, the rights-of-way 
becomes automatically operative upon notation of the application on the records 
of the Bureau of Land Management. Consequently, upon the filing of the right- 
of-way application in the Bureau of Land Management, the Alaska Railroad 
was immediately in a position to begin construction of the spur provided, of 
course, that funds were available. 

Three things stand out in Acting General Manager Manley’s letter, of Apri! 
29, 1953, which we wish particularly to stress and to invite close scrutiny by 
your committees. First, is his statement that the Alaska Railroad contem- 
plates constructing at an early date an extension of its rail line from Suntrana 
to the Roth coal reserve. Second, is the impelling reason given for the extension 
of its rail line from Suntrana to the Roth coal reserve, namely, that Usibelli Coal 
Mine, Inc., Cripple Creek Coal Co., and any future producers may have access 
to the Alaska Railroad, thereby reducing the costs of operation which in turn 
are passed to the Government in reduction of bid prices for the furnishing of 
coal, as well as to private industry. And third, is the clear and unequivocal 
declaration that “It is estimated that the construction of this line will result in 
the reduction of coal costs to the Territory of $200,000 annually.” Thus, the load 
of the Alaska Railroad, estimated at that time that the spur would result in a 
saving of $200,000 annually in coal costs to the consumer. Every interested 
bureau and agency of the Interior Department which have been concerned with 
this matter are in agreement that the savings would be substantial and have 
so stated verbally and in writing. 

In furtherance of the proposed construction of the railroad spur, General 
Manager of the Alaska Railroad Kalbaugh wrote to his superior, William C. 
Strand, Director, Office of Territories, on March 38, 1954, in part, as follows: * 

“In accordance with your request, I am forwarding the following drawings and 
estimates covering the proposed extension of the Suntrana Branch from Sun- 
trana mine (M. P. 4.2) to the Roth Coal Reserve: 

1. Plan of location line between Suntrana (M. P. 4.2) and Usibelli mine 
(M. P. 6.6). 

2. Plan of reconnaissance survey from end of location line at Usibelli mine 
(M. P. 6.6) to Roth Coal Reserve (M. P. 10.3). 

3. Profile of location line between Suntrana mine (M. P. 4.2) to M. P. 6.6. 

+. Estimated cost of located line between Suntrana mine (M. P. 4.2) and 
M. P. 6.6. 


= A copy of this letter is appended hereto as exhibit X. 
* A copy of the letter is appended hereto as exhibit Y. 
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istimated cost based on reconnaissance survey between Cripple Creek mine 

M. l’. S.S8) to Coal Creek (Roth Coal Reserve), M. P. 10.3. 

“The line between Suntrana mine (M. P. 4.2) and Usibelli mine (M. P. 6.6) 

is been located and staked. The remaining portion of the extension, M. BP. 6.6 
to the Roth Coal Reserve (Coal Creek), is bused on a reconnaissance survey, 
and this line has not been staked. It is estimated that it would require approxi- 
untely 2 months time with a single survey party to complete the reconnaissance 
survey and complete location. 

“It will be noted that on the located line drawing between Suntrana mine 
(M. P. 4.2) and Usibelli mine (M. P. 6.6) we show our location passing over the 
Usibelli Mining Co.’s airstrip. This location was discussed with Mr. Usibelli, 
ind he did not verse (sic) any objection other than that which could be normally 
expected under the circumstances. The line then passes through (according to 
nformation I have received) what is called G bed. This location, Mr. Usibelli 
has objected to quite violently from time to time, inasmuch as he says he plans 
a mine these underground beds. However, [rom discussions with the Bureau of 
Vines representatives and the Geological Survey, they do not express as much 

meern about the potentials of these beds as Mr. Usibelli has, 

> om + ~ * a4 . 

“We have filed with the Bureau of Land Management maps of both our located 
line and our reconnaissance lines, in order that we could obtain the necessary 
right-of-way. These have been on file approximately 8 months and no objections, 
to my knowledge, have been made to our locations.” [KHmphasis supplied. | 

Mr. Kalbaugh estimated the cost of constructing the entire spur from the 
ail’s end at Suntrana to the Government coal reserves (Roth coal reserve) at 
$1,028,251.50 if a wooden trestle could be utilized to cross Cripple Creek, and an 
additional $425,000 if a steel bridge should be found necessary after a more 
complete study was made. At this point, therefore, as late as March 3, 1954, 
there was nothing that even gave the slightest inkling of any intention to aban- 
don the construction of the railroad spur. On the contrary, Mr. Kalbaugh 
expressly stated in his letter of March 3, 1954, that the maps of right-of-way 
“have been on file approximately 8 months and no objections, to my knowledge, 
have been made to our locations.” 

But what happened? Out of a clear sky, without notice of any kind to 
Cripple Creek Coal Co. who for the last 5 years has urged and pleaded with the 
Department of the Interior for the extension of the railroad from Suntrana 
up the Healy River Valley, a message was dispatched by teletype under date 
of August 4, 19538, from Edward Woozley, then Administrator, Bureau of Land 
Management, to the regional administrator at Anchorage reading as follows: *' 

“Re our TT June 10 (MM: AHF) concerning Fairbanks 010449. Please ad- 
vise railroad that permission to proceed with construction of line is suspended 
pending further notice from this office.” 

Peculiarly enough, Mr. Kalbaugh had made no mention at all in his letter of 
March 3, 1954, to Director Strand of having received the message dated August 
1, 1953, from the Bureau of Land Management suspending “permission to proceed 
with construction of line.’ How is this explained? We respectfully request 
your committees to inquire into the circumstances and reasons that prompted 
Administrator Woozley to dispatch the teletype previously quoted to the regional 
administrator at Anchorage. It is strange indeed that suddenly, without notice 
to Cripple Creek Coal Co. or an opportunity to be heard, permission to proceed 
with the construction of the spur is suspended. We seriously question the legal 
authority of the Bureau of Land Management to suspend construction of an ex- 
tension to the Alaska Railroad, a matter which is outside the jurisdiction of the 
Bureau of Land Management since the Alaska Railroad is administered by the 
Office of Territories of the Interior Department. Apart from this, the railroad 
right-of-way became automatically operative under the law upon its filing with 
the Bureau of Land Management and upon its being noted on the records and, 
consequently, the Bureau was wholly without jurisdiction over the proposed con- 
struction of the railroad spur. We believe that your committees are entitled to 
an explanation of the strange and irregular action taken by the Bureau of Land 
Management. 

Fourteen months later, on October 11, 1954, F. E. Kalbaugh, general manager 
of the Alaska Railroad, wrote to regional administrator of the Bureau of Land 
Management, at Anchorage as follows: * 


27 A copy of this teletype is appended hereto as exhibit Z. 
* A copy of this letter is appended hereto as exhibit AA. 
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“Will you please refer to our letter of April 29, 1953, wherein the Alaska Rail- 
road made request upon your organization for the withdrawal of a railroad right- 
of-way 100 feet on each side of center line of track on our Suntrana branch from 
the present end of said branch line at Mile 4.2 to Mile 10.3. 

“Initially this request for withdrawal of the proposed right-of-way was oc- 
casioned by the possibility of the extension of this branch line being essential 
to the national defense. Since my recent arrival in Washington, however, I have 
been informed that the Defense Department does not consider the extension of 
this branch line essential to the national defense and it would, therefore, be ap- 
preciated if you would withdraw the request as contained in our letter of April 
29, 1953, on this matter.” 

Upon receipt in the Bureau of Land Management in Washington, D. C., of Mr. 
Kalbaugh’s letter, a decision was promulgated under date of November 2, 1954, 
as follows: ” 

“By letter of April 29, 1953, the Alaska Railroad requested that notation of 
a right-of-way desired under the act of March 12, 1914 (38 Stat. 305; 48 U.S. C. 
sec. 301), for the extension of its Suntrana branch for a distance of 6.1 miles, 
be noted upon the records of the Bureau. 

“The manager of the Fairbanks land office was instructed on May 5; 1954, by 
the then regional chief, division of adjudication, to note the right-of-way on his 
records under the instructions of January 138, 1916, (44 L. D. 513). 

“By letter of October 11, 1954, the general manager of the Alaska Railroad 
withdrew the request for the right-of-way, explaining that initially the applica- 
tion was based on the possibility of national defense needs, but that now the 
extension is not needed for this purpose. 

“The reason assigned for the withdrawal of the application is satisfactory. 
The withdrawal is accepted and the case closed.” 

We ask your committees to examine the letter dated April 29, 1953, from the 
acting general manager of the Alaska Railroad to the regional administrator, 
Bureau of Land Management, at Anchorage, which constituted the application for 
a railroad right-of-way. Is there anything in that letter which supports the 
statement made in Mr. Kaibaugh’s letter of October 11, 1954, that “Initially this 
request for withdrawal of the proposed right-of-way was occasioned by the 
possibility of the extension of this branch line being essential to the national 
defense?’ We submit there is nothing. The plain facts and justification for 
the extension of the railroad are recited in the Alaska Railroad’s letter of April 
29, 1953, applying for the right-of-way in the following words: ” 

“* * * the railroad contemplates the extension of this line in order that the 
Usibelli Coal Co., the Cripple Creek Mining Co., and any future producers, may 
have access to the Aiaska Ruilroad, thereby reducing the costs of operation which 
in turn are passed to the Government in reduction of bid prices for the fur- 
nishing of coal, as well as to private industry. It is estimated that the con- 
struction of this line will result in the reduction of coal costs to the Territory of 
5200,000 annually.” 

To repeat, two cogent reasons were advanced by the Alsaka Railroad in apply- 
ing for the railroad right-of-way: First, that Usibelli Coal Mine, Inc., Cripple 
Creek Coal Co., and any future producers may have access to the Alaska Rail- 
road, thereby reducing the costs of operation which would be passed on to the 
Government and to private industry in reduced prices of coal, and second, that 
the construction of the line would result in the reduction of coal costs to the 
Territory of $200,000 annually. It seems to us that these reasons in themselves 
amply jusify the extension of the railroad. Aside from this, however, we think 
General Manager of the Alaska Railroad Kalbaugh should furnish your com- 
mittees with the source of his information that the Defense Department does not 
consider the extension of this branch line essential to the national defense. This 
statement is completely at variance with the facts, as we shall soon establish. 

On the basis of the foregoing, we can only conclude that there are other undis- 
closed reasons why the railroad right-of-way was withdrawn, which we hope that 
the committees will ascertain. Moreover, we respectfully request that your com- 
mittees ascertain what occurred in the Department of the Interior during the 
1S-month period between April 29, 1953, when the railroad right-of-way appli- 
eation was submitted to the Bureau of Land Management, and October 11, 1954, 
when the application was withdrawn, to cause the Bureau of Land Management 
to suspend the construction of the railroad spur and the eventual withdrawal 


2” A copy of this letter is appended hereto as exhibit BB. 
*” A copy of this letter is appended hereto as exhibit X. 
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if the railroad right-of-way; what pressure was brought to bear on the Depart 
ment of the Interior to stop the construction of the spur, by whom; and for what 
reasons. 

At the same time, we wish your committees to know what the interested bu- 
reaus and agencies of the Department of the Interior and the Defense Depart- 
ment Which are primarily concerned with providing adequate road and rail 
road access to the producing coal mines in the Healy River Valley were thinking 
during the same 18-month period. On April 30, 1953, a meeting of the coal sub 
committee of the Alaska field committee of the Departnrent of the Interior was 
held in the offices of the Alaska Railroad.” Present at that meeting were repre- 
sentatives of the Military Establishments, Bureau of Mines, Geological Survey, 
Bureau of Land Management, Territorial Department of Mines, Alaska Road 
Commission, and the Alaska Railroad. The purpose of the meeting was to dis 
cuss the extension of the Alaska Railroad up the Healy River Valley. Present 
in person were the following: 

Maj. R. L. Gochenaur, Headquarters AAC, Elmendorf AFB 

Mr. P. B. Miller, Headquarters AAC, Elmendorf AFB 

Comdr. E. H. Willis, Headquarters, Alaskan Command, Elmendorf AFB 

Mr. L. G. Anderson, United States Bureau of Mines, Anchorage 

Mr. Phil Holdsworth, Territorial Department of Mines, Juneau 

Mr. Wiley Robinson, Territorial Department of Mines, Anchorage 

Mr. Lowell Puckett, regional administrator, Bureau of Land Management, A) 
chorage 

Mr. L. H. Saarela, United States Geological Survey, Anchorage 

Mr. A. Ben Shallit, Cripple Creek Coal Co., Fairbanks 

Mr. E. J. White, Alaska Road Commission, Anchorage 

Mr. Elroy F. Hinman, the Alaska Railroad, Anchorage 

Mr. Irvin P. Cook, the Alaska Railroad, Anchorage 

The transcript of the minutes of the meeting is annexed hereto as an exhibit 
and we urge the members of your committees to read it. For convenience, we 
shall quote the views expressed by the officials present bearing on the urgency of 
extending the railroad to the Usibelli and Cripple Creek coal properties and to 
the Government coal reserves. Mr. L. G. Anderson, Bureau of Mines, who was 
chairman, opened the meeting by reciting the difficulties which were being en 
countered in contracting for sufficient coal to supply military needs (tr. p. 1). 
Referring to his discussion with Shallit as to the tonnage he could produce for the 
utilitary, Mr. Anderson said (tr. pp. 1 and 2): 

“* * * Mr. Shallit told me he was not interested in producing much over 
G0,000 to 100,000 tons this coming year, preferably around 60,000 or 65,000 tons 
Until such time as he had an all-weather road up to Cripple Creek or the railroad 
built into his property, he did not want to obligate himself to tonnages that would 
be very doubtful as to whether he could produce under weather conditions as 
far as scheduling of deliveries according to contract. 

“When Mr. Usibelli gave Lieutenant Fisher his proposals of 100,000 tons 
Lieutenant Fisher called Mr. Shallit and asked him for the maximum tonnage 
he could produce. Mr. Shallit told him 100,000 tons, but he would be willing to 
negotiate for 150,000 tons if the railroad or the highway would be built up to 
Cripple Creek before October of this year. On the strength of that and from the 
meetings we had prior to this meeting with the Navy on negotiating coal co 
tracts this year, we thought it was almost certain that the Alaska Road Commis- 
sion at least would be able to build a road into Cripple Creek or Roth property, 
which is just above the Cripple Creek property. Mr. Hinman, has it not been in 
your budget request to get funds for building this spur? 

“HINMAN. It has been in our 6-year program for several years.” 

Again, Mr. Anderson said (tr. p. 3): 

* * * Now the vital point under consideration is how are we going to get the 
money immediately to build a road up to Cripple Creek? I called George Rogers 
in Juneau, but he was unable to attend this meeting. He expects to go back to 
Washington and talk to the Secretary as to whether or not it would be possible 
to get funds for a railroad. Will this be possible, Mr. Hinman? 

“HINMAN, I do not know.” 

Speaking of the impending shortage of coal to supply the military installations, 
the following discussion took place (tr. p. 3): 

“GOCHENAUR. We are under now by about 12,000 tons of our requirements 
figuring that Cripple Creek will take 150,000 tons. 


‘A transcript of the minutes of the meeting is appended hereto as exhibit CC 
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“HINMAN. Cripple Creek does not know how they are going to deliver 150,000 
tons unless they get an all-weather road or a railroad this summer. 

“GocHENAUR. That is why the military is here today. I compiled figures yes- 
terday for our budget planning for the fiscal vear 1955 for the Air Force. (I do 
not know the requirements of the Army). We will have at Eielson roughly 
225,000 tons; at Ladd, 300,000 tons; and at Elmendorf, 140,000 tons. These are 
conservative figures. The main powerplant at Kielson at full capacity is capable 
of burning 50 or 60 tons an hour. Figures from the plant superintendent, based 
on full capacity, would be around 50 tons an hour. The average consumption 
during mild weather is 7,000 tons a month.” 

On pages 5, 6, and 7 of the transcript appears the following colloquy : 

“SAARELA. Has this money for constructing the railroad to Cripple Creek and 
Roth ever been asked from Congress? 

“HInMAN, We have programed it. In our budget estimates for fiscal year 
1953 we included an amount of $2,350,000 for improvements to and extension of 
the Suntrana branch. This was approved by the Interior Department, reduced 
to $1 million by the Bureau of the Budget, and entirely deleted in Congress when 
tinal action was taken on the appropriation bill. Right now the Alaska Railroad 
is prepared to and will commit itself to furnish and install the rail and fastenings 
in a very short period, probably 1 month, if the grade is provided. No appropri- 
ation would be necessary to install the railroad if the grade is provided. It would 
be necessary that a grade be ready not later than the middle of August. 

“SAARELA. Why couldn’t the military take the stand that this railroad is 
essential or necessary? <A couple of years ago I wrote to the commanding gen- 
eral and tried to get it ironed out so there would be some statement from the 
inilitary as to the essentiality of the road or railroad, but I gota refusal. I think 
the situation has come to pass how that we are not going to meet the demand and 
it is mainly a problem of transportation. Therefore, I think it would seem rea- 
sonable that as it is a military problem and that a statement could be made by 
the military as to the essentiality of the railroad, so that the Alaska Railroad 
could go ahead and make the request. The hauling of 140,000 tons 3 miles by Mr. 
Usibelli and 150,000 tons 6 miles by Mr. Shallit will cost the Government approxi- 
mately $300,000 this year. 

* * 7 * x * * 

“SAARELA. If it is necessary to take the Roth property out of the reserve 
and split these contracts up, some additional leasing of acreage will be necessary, 
but I believe at the present time the survey feels there is enough production 
facilities in the Healy field. In view of this constant bottleneck of getting coal 
out because of the lack of transportation it may be necessary to release additional 
acreages to get other small operators. Two years ago we received a letter from 
the commanding general stating that the military did not think the road was 
essential. I think the situation has changed drastically. The whole coal supply 
depends upon the solution of this problem. The military is not going to counte- 
nance this continual harassment. One of these days the military is going to 
throw up its hands and put in a pipeline. 

“HINMAN. On the transportation part of it the railroad does not have the 
funds to build the extension. 

“ANDERSON. The essentiality of the access road into that mining area should 
be set up on the budget and be backed by the military. 

“GOCHENAUR. What was the conversation, Mr. Anderson, you had with Mr. 
Flakne when you went back to Washington? It was my understanding that 
the Department of the Interior was back of that road. After the conversation 
I had with you, Lieutenant Fisher said he laid it in the hands of the Interior 
Department and they would put it through.” 

Continuing the discussion, Mr. Anderson said (tr. p. 7): 

“IT concur with Mr. Saarela’s statement, and I wish to state further that I 
have held the same line of reasoning for the past 10 years in regard to coal 
production from this area. From a military security standpoint, I recom- 
mended in 1946 to Charles Kurtz, consulting coal-mining engineer from the 
Quartermaster General's Office, Washington, D. C., that the Roth property be 
put in a reserve. 

“At present, the only sound, economical plan is to build a railroad from the 
Healy River mine to the Roth property as the quality of coal in this property is 
far superior to any other coals reasonably accessible to transportation. Pro- 
duction from the Roth property, due to geological formations, and from a min- 
ing standpoint, would make it possible to produce considerable tonnage in a 
short time in case of emergency.” 
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Responding to an inquiry as to whether the Alaska Road Commission had 
requested funds to build a road, Mr. Hinman stated (tr. p. 8): 

“You ask if ARC had ever asked for funds to build a road. I am sure they 
have not. There is no reason to build a road when it should be a railroad. If 
you are going to ask for money, ask for funds to construct a railroad.” 

Subsequently Mr. Anderson made the following statement (tr. p. 10): 

“This suggestion comes from Joe Flakne. I am asking you to think about it 
as a possible solution. Joe Flakne and I spent about three-fourths of an hour 
in Assistant Secretary Lewis’ office and gave him the whole picture, stressing 
the importance of this railroad up there; consequently, he is familiar with the 
immediate necessity of the construction of this project. I do not know what 
can be done; however, George Rogers will take this information to Washington 
and perhaps talk it over with the governor—point out that it is a military 
necessity.” 

Later, the following discusssion took place (tr. pp. 11, 12, and 13): 

“ANDERSON. Lieutenant Fisher and I certainly stressed the importance of 
having this railroad built. 

“SAARELA. Correspondence from Rogers would indicate that everything was 
squared away. 

“WILLIS. It becomes essential that we get coal out. Yet at the same time 
we now have no request for money in either for a road or a railroad. This 
seems to me that it is about 2 years late or 2 years early, as far as essentiality. 
1 think it is late at this particular time, but we are going to have to move. In 
the first place we are going to have to get a request in for money properly sub- 
stantiated. 

“SAARELA. In my files I still have my correspondence with the commanding 
general. At that time (1951) they were reluctant, but this is 1953 and the 
problem is entirely different now. 

“MILLER. In 1951 there were no anticipated coal demands or steam production. 

“SAARELA. If you are going to continue to burn coal the demand will be firm 
and will increase until probably 1956 when construction is complete. 

“Rosinson. Right now, unless we get a railroad to Cripple Creek mine to take 
eare of 150,000 tons, the military is going to be at least 50,000 tons short. If the 
military is going to use coal, it will be shipped in from the States. 

“GocHENAUR. We will just burn oil. 

“Mitter. That is 50,000 tons this year; next vear it may be closer to 150,000 
tons; two from now it will increase in direct proportion to 1955. 

°K * ok « * * * 

“Cook. As far as the railroad ever making a request for funds, we are oper- 
ating under a directive as to the method to proceed, which calls for the location 
of a feasible line, and then that is to be forwarded to Washington for further 
action. That was completed last fall. I believe the intent from then on was 
whether it was feasible to build a railroad up there, or a highway depending on 
tonnage. But as the necessity for coal has developed by leaps and bounds the 
outlook now is that the railroad would be more desirable.” 

Toward the close of the meeting, Mr. Saarela said (tr., p. 15): 

“T would like to make a motion that the same motion made in the previous coal 
committee meeting in January in regard to construction of a railroad spur be 
again brought to the attention of the various Interior officials through Mr. 
Rogers of the Alaska field committee and copies of letters from various Interior 
agencies requesting this construction be made part of the record with the motion.” 

Subsequently the following resolutions were unanimously passed by the Alaska 
field committee, subcommittee on coal: 

1. That Mr. George Rogers, chairman of the Alaska field committee inquire 
into the status of the request of Ben Shallit for a permit for a highway right-of- 
way which has been granted, but which, it is understood, is on appeal to the 
Washington office of the Bureau of Land Management or to the Secretary's 
Office, by Emil Usibeili of the Usibelli Coal Co. It is the suggestion of the sub- 
committee that Mr. Rogers urge that action be taken to resolve the problem if 
it is still undecided in Washington. 

2. That steps be taken at once to finance the construction of an extension of 
the railroad from the Healy River mine to the Cripple Creek and Roth properties. 
This spur to be completed or partially so before October 1, 1953. 

3. That the extension of the Healy River spur to the Roth property is vital to 
the security of military installations this coming fiscal year of 1954, and in the 
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future, and to the development and prosperity of the coal industry as a whole in 
Alaska. 

4. That the extension of the Healy River spur to the Roth property would 
mean a substantial savings to the Government in the price of coal and this 
savings to the Government should amortize the cost of construction within 3 or 4 
years. 

5. That shipment of coal by rail transportation is the only logical solution to 
the presently existing critical situaiton. 

The resolutions speak for themselves. They completely demolish the specious 
reasons advanced by the Alaska Railroad in its letter of October 11, 1954, with- 
drawing the railroad right-of-way. They establish that every bureau of the 
Department of the Interior and the Department of Defense represented on the 
Alaska coal subcommittee unanimously agreed that extension of the Alaska 
Railroad to the Government coal reserves (Roth property) is vital to the security 
of the military installations in the fiscal year 1954 and in the future, and to the 
development and prosperity of the coal industry in Alaska as a whole; that con- 
struction of the spur would mean substantial savings to the Government and 
that these savings would pay the cost of construction within 3 or 4 years. 

About this same time in 1953, the Secretary of the Interior ordered an investi- 
gation to be made of the coal resources of Alaska. A committee was appointed 
headed by Charles W. Connor, formerly Administrator of Defense Solid Fuels 
Administration, to conduct the investigation on the ground in Alaska and to 
submit a report and recommendations to the Secretary. The committee arrived 
in Alaska in July 1953 and departed in September 1953. It inspected the various 
coal mines in the Territory and held a number of meetings with the mine oper 
ators and with the representatives of the Interior Department and Defense 
Department concerned with the development of coal in the Healy River Valley. 
When the committee returned to Washington, D. C., it prepared its report and 
recommendations to the Secretary of the Interior. This report has never been 
made public but, no doubt, copies will be made available to your committees upon 
request. 

We have never read the Connor Committee report but on the basis of news- 
paper items and discussions with the committee in Alaska we believe that the 
report strongly recommends the construction of a railroad spur from Suntrana 
to the Government coal reserves.” We believe, too, that the report strongly 
recommends that development of the coal properties of Usibelli, Cripple Creek, 
and the Government coal reserves be conducted in such a manner that strip 
mining and underground mining should be carried on concurrently. 

Reference to the work of the Connor Committee is made in the annual reports 
of the Secretary of the Interior to the President for the fiscal years ending 
June 30, 1953, and June 30, 1954. In the earlier report, the Secretary said 
(at p. 3854): 

“The mining of coal has become a major Alaskan industry in which the Federal 
Government, through its ownership of territorial coal lands, is in partnership 
with private enterprise. In order to improve the quality of its assistance to 
the industry, the Department, in the late summer of 1953, planned a field survey 
cf supply and demand factors that affect the production and marketing of coal. 
The survey will include studies of military and civilian requirements; existing 
mine capacity; need for new mines: transportation, manpower, and financing 
problems; and a review of Government leasing regulations and conservation 
practices. The study has been prompted by the fact that the rate of expansion 
of Alaska coal production during the past fiscal year was not great enough to 
meet estimated requirements.’ [Emphasis supplied.] 

In the 1954 report, the Secretary said (at pp. 371-872) : 

“The growth of the Military Establishment in Alaska following the Korean 
outbreak greatly increased the demand for coal mined in the area served by the 
tlaska Railroad. There are two major coalfields in this area, the Healy River 
field about 75 miles southwest of Fairbanks, and the Matanuska field about 60 
miles northeast of Anchorage. In response to rapidly mounting demand, coal 
companies in these fields nearly doubled their production in the 3 years following 
1950 and produced an estimated 900,000 tons in the calendar year 1953. 

“In order to construct realistic production goals, in view of the wide range of 
military estimates as to consumption requirements, the Secretary of the Interior 
appointed a survey team to undertake an investigation. This study covered 


® Jessen’s Weekly of October 22, 1953, carried the story that Charles W. Connor “recom- 
mended construction of a railroad spur to the two coal mines now operating in the Healy 
River field.” The news item is appended hereto as exhibit DD. 
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military and civilian requirements, existing mine capacity, need for new mines, 
problems of transportation, manpower, and financing, as well as a review of 
Government leasing regulations and conservation practices. The survey will 
provide guidance in the development of programs by the Department of the 
Interior to increase coal output in the Territory in response to essential needs.” 
{emphasis supplied. ] 

The foregoing reports of the Secretary spell out in a few well-chosen words the 
critical situation which had developed in Alaska in meeting military requirements 
for coal. In the 1953 annual report the Secretary declared that “the rate of 
expansion of Alaska coal production during the past fiscal year was not great 
enough to meet the estimated requirements” and in the 1954 annual report he 
advised the President that he had appointed a survey team to undertake an 
investigation “In order to construct realistic production goals, in view of the 
wide range of military estimates as to consumption requirements * * *,” 

But notwithstanding the urgency and seriousness of the problem which had 
leen spelled out in the annual reports of the Secretary of the Interior to the 
President, which had prompted the unanimous resolutions of the Alaska Sub- 
committee on Coal, and which had resulted in the strong recommendations of 
the Secretary’s own appointed Connor Committee, railroad access has still not 
heen provided to the producing coal properties in the Healy River Valley. To 
add insult to injury, General Manager of the Alaska Railroad Kalbaugh’s with- 
drawal of the railroad right-of-way on October 11, 1954, repudiates the Secretary’s 
ceclarations of policy to the President with respect to the impelling need for 
developing and expanding coal production in Alaska to supply military and 
civilian demand, and overrules the urgent recommendations both of the Alaska 
Subcommittee on Coal and the Connor Committee. 

And, incidentally, it should be recalled that representatives of the Alaska Rail- 
road had voted unanimously with the other members of the Alaska Subcommittee 
on Coal in favor of the resolutions urging the construction of the railroad spur 

We respectfully request your committee to invite the members of the Alaska 
Subcommittee on Coal and other representatives of the Department to testify 
with regard to all of the foregoing matters and to ascertain the real reasons 
why the Alaska Railroad suddenly discontinued the survey of the railroad line 
and why the railroad right-of-way was withdrawn. In this connection, we in- 
vite the attention of your committees to the exchange of memoranda between 
Assistant Secretary of the Interior Orme Lewis and the Director of the Bureau 
of Land Managemen Edward Woozley. On October 1, 1954, the Assistant Secre- 
tary sent the following memorandum to Director Woozley :“ 

“There is at present in the Office of the Solicitor an appeal by the Usibelli Coal 
Mine, Inc., and Emil Usibelli from the Bureau of Land Management decision in 
connection with the right-of-way application of A. Ben Shallit, Fairbanks OS88382. 
This dispute was investigated in Alaska by the Alaskan coal survey group which 
submitted a report on November 12, 1953. A copy was sent to the Associate 
Director of the Bureau of Land Management. The group suggested that the 
opposing parties might reach an amicable solution. Following this suggestion, 
representatives of Mr. Shallit and of the Usibelli interest have been consulting 
with each other in an attempt to reach such a solution. Meantime, of course, 
action on the appeal has been suspended. 

“In a letter of September 3, Mr. Northcutt Ely, attorney for the Usibelli 
interest, points out that there is still pending an application by the Alaska Rail- 
road to cross the Usibella leasehold for the purpose of reaching the Shallit mine 
and possibly other deposits in the area. Mr. Ely points out that the railroad 
right-of-way would cover a different route than the right-of-way applied for by 
Mr. Shallit, and he contends that the railroad right-of-way would seriously 
damage the Usibelli operations. He states that the Usibelli interests are re- 
luctant to conclude an amicable agreement with Shallit for one right-of-way 
while the railroad right-of-way is still pending. 

“Without passing on the merits of this contention, I do think that the Bureau 
of Land Management and the Alaska Railroad should examine the situation 
promptly. If possible, an amicable agreement with Mr. Usibelli regarding this 
line, if it is still to be built, should be reached. Since the Bureau of Land Man- 
agement has the railroad’s application before it, I expect the Bureau to take 
the initiative in this matter. Copies of the correspondence are being sent to the 
Alaska Railroad. The Manager of the Alaska Railroad will be in Washington 
until October 19, 1954, and is, therefore, available for consultation on this 
problem.” 


% A copy of this memorandum is appended hereto as exhibit EE, 
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On October 14, 1954, Director Woozley replied to Assistant Secretary Lewis as 
follows: ™ 

“Reference is made to your memorandum dated October 1, 1954, relating to the 
application, Fairbanks 010449, of the Alaska Railroad for right-of-way for an 
extension of its Suntrana Branch for a distance of 6.1 miles with a view to 
reaching the A. Ben Shallit coal mine and possibly other deposits. This ex- 
tension would go through the camp area of the Usibelli Coal Mine, Inc., operated 
by Emil Usibelli in connection with mining his coal lease area in the vicinity. 

“Mr. Shallit has pending a truck road right-of-way application, Fairbanks 
08832. This truck road right-of-way also crosses the Usibelli interests. This ap- 
plication is in the Solicitor’s Office on appeal by Usibelli. 

“T held a meeting yesterday at 2 p. m. at which your solicitor was represented. 
Mr. Kalbaugh, the general manager of the Alaska Railroad was present also. 
Mr. McCarthy [sic] representing Usibelli was at the meeting. Mr. Barash, 
Shallit’s attorney, was absent. 

“Mr. Kalbaugh filed with the record a copy of his withdrawal dated October 11, 
1954, of the right-of-way application, Fairbanks 010449 of the Alaska Railroad. 
The withdrawal itself was forwarded to our area administrator, area 4. It will 
be accepted very shortly. So, the Alaska Railroad right-of-way appli¢ation no 
longer presents a problem. 

“At the meeting Mr. McCarthy [sic] stated that the relations between his 
client and Mr. Shallit were better, that Mr. Barash and he were engaged in 
preparing a form for a stipulation and agreement between Usibelli and Shallit 
which would provide for the mutual operation of one truck road only through 
the Usibelli interests, instead of the present 2 roads, 1 Usibelli’s and the other 
Shallit’s. As soon as this agreement is signed and filed with the record of the 
appeal, Fairbanks 08832, your solicitor expects to dispose of the appeal and thus 
close the entire case.” 

Of particular importance to which we invite the attention of your committees 
is the statement in Director Woozley’s memorandum of October 14, 1954, that 
Mr. McCarty (representing Usibelli Coal Mine, Inc.) had stated that he and 
Mr. Barash (representing Cripple Creek Coal Co.) were preparing a form of 
stipulation and agreement ‘between Usibelli and Shallit which would provide 
for the mutual operation of 1 truck road only through the Usibelli interests, 
instead of the present 2 roads, 1 Usibelli’s and the other Shallit’s.”’” The latter 
statement, attributed to Mr. McCarty, is completely erroneous. The form of 
stipulation and agreement therein referred to did not provide for mutual opera- 
tion by Usibelli and Shallit of 1 truck road only across the Usibelli lease. It 
merely contained the conditions upon which it was finally agreed that Shallit 
would be permitted to use not the Usibelli road on high ground but the Cripple 
Creek Coal Co. temporary makeshift road in the bed of the Healy River which 
is constantly subject to destruction by flash floods, spring thaws, and the ele- 
ments. And even this concession on the part of Usibelli came only after more 
than 3 years of vigorous opposition to the grant of any right-of-way easement 
to Cripple Creek Coal Co. 

Equally significant is the statement in Director Woozley’s memorandum of 
October 14, 1954, that “Mr. Barash, Shallit’s attorney, was absent” from the 
meeting which is referred to therein. This would presuppose that Mr. Barash 
was invited to the meeting held in Mr. Woozley’s office on October 13, 1954. No 
such invitation was extended to Mr. Barash, however, and he did not actually 
learn that such a meeting took place until almost a month later. On December 
23, 1954, Mr. Barash wrote the following letter to Director Woozley:” 

“Early in November I received a copy of your decision of November 2, 1954, 
accepting a withdrawal filed by the Alaska Railroad of its application Fairbanks 
(10449 for right-of-way. 

“Recently I had occasion to examine the record of Fairbanks 010449 in con- 
nection with a presentation I am preparing which will urge the Department of 
the Interior to extend the Suntrana branch of the Alaska Railroad to coal lease 
Fairbanks 07350 of my client, A. Ben Shallit, Cripple Creek Coal Co. In that 
record is a memorandum dated October 14, 1954, from you to the Assistant Secre- 
tary, Public Land Management, calling attention to a meeting which was held 
in your office at 2 p. m. on October 13, at which were present representatives of 
the solicitor’s office, Mr. Kalbaugh, general manager of the Alaska Railroad 
and Mr. McCarty, of the office of Northcutt Ely, Esq., representing Usibelli Coal 


% A copy of this memorandum is appended hereto as exhibit FF. 
% A copy of this letter is appended hereto as exhibit GG. 
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Mine, Inc. The same memorandum contains the statement, ‘Mr. Barash, Shallit’s 
attorney, was absent.’ 

“TI don’t know that my presence at the meeting in your office on October 13 
would have contributed in any way to the discussion that took place, but it 
seems appropriate to point out that my absence from that meeting was due 
solely to the fact that I was not invited and actually knew nothing thereof 
until my examination of the record of Fairbanks 010449. I shall appreciate 
very much this letter being made part of the record of Fairbanks 010449 so that 
there may be no misunderstanding in the future as to the reasons for my 
absence from the meeting of October 13, 1954.” 

What the real reasons were for withdrawing the railroad right-of-way will 
never be known unless your committees investigate and conduct public hearings 
to fix responsibility for this action as well as for the failure to construct the 
railroad spur. It is unthinkable that in the light of all that has transpired 
over the last 5 years in the struggle to obtain railroad access to the producing 
coal mines in the Healy River Valley, the unanimous conclusion of the Alaska 
Subcommittee on Coal that construction of the spur is vital to the security of 
the military installations and to the development of the coal industry as a 
whole in Alaska, and the strong recommendations of the Connor committee, 
the railroad right-of-way should now be withdrawn and abandoned. 

In the meantime, Cripple Creek Coal Co. was having a terrible time in 1954 
with the temporary makeshift road in the bed of the Healy River. On three 
separate occasions the road was destroyed by flash floods requiring time-consum- 
ing and costly rebuilding. On October 19, 1954, Shallit wrote to Mr. A. F. 
Ghiglione, commissioner of roads for Alaska, as follows: ” 

“Since you are probably already making your estimaes on next year’s require- 
ments, I believe that it is appropriate at this time to again request that some 
consideration be given construction of a road between Suntrana and Cripple 
Creek. 

“Since you are entirely familiar with our problem, there is no point in 
repeating the factors involved. J would like to point out that the road that 
we are now using and for which we have a tentative right-of-way, was destroyed 
three times this year, requiring rebuilding at a cost in excess of $40,000. 

“Our present road is considerably better than any we had previously built, 
but the section through the Usibelli lease is still subject to destruction during 
everu period of high water. 

“1 would appreciate your giving consideration to the possibility of the road 
commission obtaining a right-of-way at least through that section since we 
have not been able to make any progress in obtaining a right-of-way on which 
we can construct a permanent road. 

“This is the same problem we have been fighting for the last 5 years, and 
I believe it will not be solved until your Department takes some _ direct- 
action, * * *” [Emphasis supplied. ] 

By letter of October 29, 1954, Mr. Ghiglione responded as follows: 

“Neference is made to your letter of October 19, 1954, requesting information 
regarding the status of the access road between Suntrana and Cripple Creek, 
and requesting assistance in its construction and maintenance. I am sorry 
to advise that the Alaska Road Commission has been unable to initiate action 
toward assuming this responsibility and the status of the project remains 
unchanged since the policy decisions were made by the Department of the 
Interior over a year ago. 

“As you know, the Department has decided that proper access to the Healy 
River coalfields may best be provided by the railroad spur extension. As a 
result of this decision, the railroad has proceeded to obtain the necessary right- 
of-way and has filed necessary maps and instruments with the Bureau of Land 
Management for this purpose. 

“When the decision was finally made to encourage railroad access to the 
Healy River coal properties, the Alaska Road Commission was precluded from 
sponsoring further road projects for this purpose. As you will recall, a subse- 
quent attempt was made to obtain funds for construction along the Alaska 
Railroad right-of-way in an effort to provide temporary relief for your problem. 
This attempt met with failure, again because the project was considered one 
for the Alaska Railroad and therefore any request for funds to implement 
the project should be initiated by that agency. 


* * * * 


% A copy of this letter is appended hereto as exhibit HH. 
37 A copy of this letter is appended hereto as exhibit IT. 
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“* * * T can only suggest that you contact the Alaska Railroad in an effort 
to expedite their development of the railroad spur farther up the Healy River.” 
[Emphasis supplied. } 

Mr. Shallit hastened to reply to Mr. Ghiglione on November 4, 1954, in pertinent 
part, as follows: * 

“Thank you for your letter of October 29 advising us that the Alaska Road 
Commission was unable to initiate action in providing an access road to the 
Healy River coalfields because of a decision by the Department of the Interior 
to provide such access by the extension of the Alaska Railroad spur. 

“For your information, this situation was recently discussed with officials 
of the Alaska Railroad, and we were advised that they had no immediate plans 
for the construction of such a spur. Under the circumstances, we believe that 
unless an actual directive was issued to you, precluding the construction of a 
road, it would still be in order for you to consider this project. If, however, 
you have been officially advised that the Alaska Railroad alone is to be respon- 
sible for the construction of this spur, we will appreciate a copy of this directive 
so that we may act accordingly.” [Emphasis supplied.] 

Mr. Ghiglione responded on November 8, 1954, as follows: ” ’ 

“This will acknowledge receipt of your letter of November 4, 1954, which fur- 
ther discusses the possibilities of the Alaska Railroad Commission’s participation 
on tlhe Healy River road to serve your coal properties. In spite of the many 
factors outlined in your letter which tend to justify this project as a public 
necessity, I am still unable to offer assistance since no funds are presently 
available to the Alaska Road Commission for this work. 

* * * * * * * 

“The situation along Healy River, insofar as access by railroad in preference 
to highway has been determined as policy by the Interior Department, has not 
been resolved in the form of a directive to the Alaska Road Commission. How- 
ever, since all requests for funds must be processed through the Interior Depart- 
ment before reaching the Bureau of the Budget and Congress, it is obvious that 
the policies of the Department must be adhered to.” [Emphasis supplied.] 

During this same period Mr. Shallit wrote to General Manager of the Alaska 
Railroad Kalbaugh by letter of October 21, 1954, in pertinent part, as follows: ” 

“During my last visit to Washington I discussed with Mr. Strand the advis- 
ability of including a request for an appropriation in the next budget to build 
a spur line from Suntrana to Cripple Creek. 

“As you know, our efforts on behalf of accomplishing this purpose through 
the Healy River Spur, Inc., was nonproductive. Although the coal requirements 
for the next fiscal year will probably not be much larger than those requested 
this year, we have been advised that future requirements may be a great deal 
larger. Under the circumstances, it would appear that it would be in order 
to request an appropriation at the next budget hearings, in order that the spur 
could be completed in time to meet the increased demand. 

“Sections of our road were destroyed three times this year, pointing to the 
necessity of obtaining less vulnerable right-of-way on which a permanent road 
ean be constructed. Assistance from an appropriate agency of Government, 
whe can obtain a right-of-way through their powers of eminent domain, appears 
to be the only way in which such a road can be built through the intervening 
leases. 

“It is therefore, again, respectfully requested that consideration be given to 
the extension of the existing spur to Cripple Creek, and that if it is not believed 
advisable to construct a spur at this time, to at least survey and obtain a 
right-of-way for such a spur, and allow the Cripple Creek Coal Co. and the 
general public the right to use this right-of-way until such time as a spur is con- 
structed.” [Emphasis supplied.] 

To this letter Mr. Kalbaugh responded under date of November 5, 1954, as 
follows: ® 

“On my return to Anchorage received your letter of October 21, 1954, con- 
cerning the Alaska Railroad requesting an appropriation for the extension of 
our Suntrana branch. 

“As we discussed in our several conversations on this matter, the Alaska 
Railroad is required to be self-sustaining and any such large expenditures as 





* A copy of this letter is appended hereto as exhibit JJ. 
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you have proposed by the Railroad would have to be economically justified and, 
as we also discussed, such economic justification cannot be made by the Railroad 
in support of this track extension. 

“Inasmuch as the Defense Department has indicated that they cannot lend 
support to your proposed track extension, it appears to us that your next best 
het would be to endeavor to procure an all-year road from your property to the 
present railhead at Suntrana, and of course such a road would not be under 
the jurisdiction of the Alaska Railroad. Therefore, you may wish to consider 
the possibility of having the Alaska Road Commission undertake such action as 
would be necessary for such a roadbuilding program. 

“T regret very much our inability to be of more concrete assistance to you, and 
am looking forward to seeing you in the not too far distant future.” 

On December 15, 1954, Mr. Shallit again wrote the Alaska Road Commission 
and by letter of December 21, 1954, he received the following reply from Mr. 
Ghiglione : “ 

“Reference is made to your letter of December 15 regarding the possibility of 
obtaining funds for construction of an all-year road from Suntrana to Cripple 
Creek. J am surprised at Mr. Kalbaugh’s statement regarding the appropriation 
of funds for this project, since all previous departmental policy has been in 
support of extension of the railroad spur in preference to the highway, and 
obviously no funds will be appropriated by Congress without the support of 
the Interion Department. 

“In reviewing our previous estimates for this project, I find that several 
factors enter into the cost of the road and, therefore, any estimate must be 
qualified. Our last estimate, made in April 1958, for construction of the road 
from Suntrana to Cripple Creek, totaled $420,000. This estimate was based 
upon the alinement following the present Alaska Railroad line within their 
right-of-way, since at that time Mr. Usibelli had refused consideration of a road 
easement either over his road or through his property, excepting on the Railroad 
line. His refusal was always based on the contention that any such easements 
would conflict with future development of his property * * *.". [Emphasis 
supplied. ] 

In analyzing the exchange of correspondence between Cripple Creek Coal Co. 
on one hand and the Alaska Road Commission and the Alaska Railroad on the 
other, it is important for your committees to understand that both the Alaska 
Road Commission and the Alaska Railroad are arms of the Office of Territories 
of the Interior Department and under its administrative jurisdiction. Yet we 
find the Alaska Road Commission still unaware as late as December 1954 that 
the Alaska Railroad had withdrawn the railroad right-of-way and still insist- 
ing, properly we submit, that all previous departmental! policy has been in support 
of extension of the railroad spur in preference to the highway for providing 
aecess to the coal deposits in the Healy River Valley. At the same time, we 
tind General Manager of the Alaska Railroad Kalbaugh saying nothing in his 
letter of November 5, 1954, to Shallit of the withdrawal of the railroad right-of- 
way or of any change in the policy of the Department with respect to the exten- 
sion of the Alaska Railroad. Incidentally, the first information we received 
of the withdrawal of the railroad right-of-way was the decision of the Bureau 
of Land Management of November 2, 1954, which was received several days 
thereafter. We believe that it is entirely fitting and proper that your committees 
ascertain why Cripple Creek Coal Co. received the brushoff it did in Mr. 
Kalbaugh’s letter of November 5, 1954. 

Moreover, we ask that Mr. Kalbaugh be called upon to explain the state- 
ment in his letter of November 5, 1954, that “economic justification cannot 
be made by the Railroad in support of the track extension.” Is the unanimous 
resolution of the Alaska Subcommittee on Coal that the “savings to the Govy- 
ernment should amortize the cost of construction within 8 or 4 years” untrue? 
Is the statement of Acting General Manager of the Alaska Railroad Manley 
that “construction of this line will result in the reduction of coal costs to 
the Territory of $200,000” untrue? Is the statement of Mr. Saarela, mining 
supervisor of the Geological Survey in charge of coal-mining operations for 
Alaska, that “hauling of 140,000 tons 3 miles by Mr. Usibelli and 150,000 tons 
6 miles by Mr. Shallit will cost the Government approximately $800,000 this 
year” (1953) untrue? We ask your committees to call upon these officials, 
among others, to ascertain whether their statements are true or false. 


«1A copy of this letter is appended hereto as exhibit NN. 
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Despite the lack of railroad access to Cripple Creek Coal Co. coal lease over 
the last several years, Cripple Creek Coal Co. has nevertheless proceeded with 
the development of the property in the earnest belief that the recommenda- 
tions and promises of officials of the Department of the Interior that a spur 
would be constructed would be fulfilled, thus providing year-round transporta- 
tion. In that spirit Cripple Creek Coal Co. made application on March 10, 1951, 
for a Government loan in the amount of $400,000 pursuant to section 302 of 
the Defense Production Act of 1950. The purpose of the loan was stated 
in the application as follows: 

“A loan is requested in order to expand the capacity of applicant’s present 
strip coal mine and to develop a modern underground mine capable of supplying 
the increasing demand for coal in Alaska essential to the military and domestic 
market. Funds are required for the purchase of equipment and supplies, build- 
ing improvements. mine development, and working capital.” [Emphasis 
supplied. ] 

For the information of your committees, it should be said that the coal 
measures in the Nenana field occur in pitching synclines with all of the operating 
properties in the Healy River area confined to workings on the north dipping 
flank, The workable beds vary in thickness from 10 to 60 feet with a relatively 
consistent dip of about 30 degrees, As a result, depending upon the local 
topography, it is usually more efficient to mine the thicker beds above natural- 
drainage level, by strip-mining methods, than through underground workings. 
The thinner underground beds can be mined at comparable unit costs only after 
the more expensive underground development work has been completed, As a 
result, in the interest of conservation and good mining practice and to assure 
an equitable distribution of costs which would be passed on to the consumer 
in lower average prices, underground coal-mining operations in the Nenana 
field should be carried on concurrently with open-pit operations. The Cripple 
Creek Coal Co. has, therefore, consistently taken the long-range view that strip- 
pit mining and underground development should be done concurrently. 

To illustrate what has been said previously, Cripple Creek Coal Co. estimates 
its probable strippable reserves at 8 million tons of coal. On the other hand, 
it estimates its probable underground reserves at 260 million tons of coal. It 
is obviously easier and cheaper to mine the strippable coal first and leave the 
underground coal, which is more expensive mining, for later development. To 
do so, however, would mean that after the strippable reserves were exhausted, 
both the military and civilian consumer in Alaska would be compelled to pay 
substantially higher prices for their coal. On the other hand, concurrent devel- 
opment of the strippable coal and the underground coal would be a leveling 
factor in determining the price of coal to the consumer. It should be recalled, 
too, that the Connor report strongly recommended that strip mining and under- 
ground mining should be conducted concurrently. 

That Cripple Creek Coal Co. intended in good faith to develop an under- 
ground mine in the interests of concurrent development of the strippable coal 
and the underground coal in order to provide, for the foreseeable future, suf- 
ficient reserves to asSure an adequate supply of coal for military and civilian 
consumption at the lowest possible prices is further evidenced, aside from the 
application for a defense loan, in the generalized operating plan which Cripple 
Creek Coal Co. submitted on January 15, 1953, to the regional mining supervisor 
of the Geological Survey in charge of coal mining operations on Federal coal 
leases in Alaska.“ That operating plan contains a history of Cripple Creek Coal 
Co.’s operations, its reserves at that time, and its long-range plans for strip 
mining and underground mining. Referring to the latter, Mr. Shallit said in 
part: 

“Under favorable conditions, we plan to increase our annual production from 
less than 50,000 tons, at present, to 100,000 tons during the fiscal year 1953-54; 
150,000 tons in 1954—55 ; and 200,000 tons thereafter. 

“Kighty thousand tons of the 1953-54 production is to come from surface 
operations and 20,000 from underground. One hundred thousand tons of the 
1954-55 production is to come from the surface and 50,0000 from underground. 
Half of the 1955-56 production will be from the surface and half from under- 
ground. By 1958 all tonnage will be produced from underground operations. 

“By 1958 it is planned to have at least three fully equipped underground 
mines, each independent of the other operations. Under very competitive market 


“1A copy of the generalized operating plan is appended hereto as exhibit OO. 
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conditions it is conceivable that only the most efficient unit would be operated. 
Under increased demands production could be stepped up from all units, and 
additional beds developed.” 

In concluding the operating plan for mining coal on the Cripple Creek lease- 
hold, Shallit made the following prophetic observation : 

“The most important single factor that would prevent our increasing produc- 
tion in 1953 would be the failure of the Alaska Railroad to extend their spur 
as now planned, from present rails’ end at Suntrana, Under present hauling 
conditions, we would not plan to mine more than 60,000 tons during any year, 
and would be forced to confine our deliveries to the winter months only.” [Italie 
supplied. | 

On March 9, 1953, the Reconstruction Finance Corporation approved the 
application for a Government loan in the amount of $418,500 which had been 
applied for March 10,1951 This loan was approved as a defense loan pursuant 
to section 302 of the Defense Production Act and a certificate of necessity was 
granted to Cripple Creek Coal Co. by the Defense Production Administration, 
Of the total loan granted 109,700 was specifically set aside for the purchase of 
underground equipment. $161,800 was authorized for surface improvements to 
both underground and _ strip-pit facilities. Following granting of the loan, 
rails, electric conduit, timber, and similar materials were purchased for specific 
underground use. Surface facilities were constructed and a mine portal started 
on the No. 6 bed. Meanwhile, it became apparent that the Secretary of the 
Interior was not following through on the recommendations of his subordinate 
bureaus and that year-round transportation facilities would not become available 
to Cripple Creek Coal Co. during the development stage of its underground mine. 
It became very questionable whether such facilities would even be available 
after the underground mine was fully developed. This in spite of the fact 
that a defense loan was made to Cripple Creek Coal Co. to develop an under- 
ground mine upon the recommendation and with the strong support of the 
Defense Solid Fuels Administration of the Department of the Interior. VPositive 
measures were, therefore, necessary if the underground mining program was 
to be carried out. 

In addition, the physical properties of the Nenana coal beds are such that 
underground workings are susceptible to spontaneous combustion unless ade- 
quately ventilated. Once started, these fires are difficult to control as, for 
example, the fires in the Suntrana (Healy River) mine which have been burn- 
ing continuousiy for about 30 years and have destroyed enormous quantities of 
coal. Control of spontaneous combustion in an operating underground mine 
in the Nenana field does not present any unusual problems, but the suspension 
of operations for even a few days at a time requires positive and expensive 
action to prevent the coal from firing. Consequently, unless transportation 
facilities are such that mining operations can be conducted throughout the 
year it is economically impractical and conservationally unsafe to develop an 
underground mine in the Nenana field. The cost of maintaining entries and 
providing adequate ventilation necessary to prevent the coal from firing would 
be prohibitive during any prolonged shutdown period. On complete abandon- 
ment, unmined reserves can be protected by sealing and backfilling but this, 
of course, is not economically feasible where the opening and closing of such 
mines would occur for lack of year-round transportation. 

In a last desperate effort to salvage the underground program and to carry 
out its long-range planning for a balanced underground-surface operation which 
would be in the best interest of the development of the Territory of Alaska as 
well as the Government coal resources leased to Cripple Creek Coal Co., a cor- 
poration called Healy River Spur, Inc., was organized on March 12, 1954, with 
Cripple Creek Coal Co. as the moving spirit. The purpose of that corporation 
was set forth in the certificate of incorporation as follows: 

“To conduct and carry on the work of the corporation, not for profit but 
exclusively for the purpose of borrowing money from the United States Govern- 
ment in order to build a spur railroad from the present rail’s end at Suntrana 
in the Territory of Alaska, and to build and operate such spur and manage the 
same until such time as the entire loan is repaid and thereupon to dissolve the 
corporation and transfer and convey title to all the assets of the corporation, 
including the railroad spur, to the appropriate agency of the United States 
Government which operates and maintains the Alaska Railroad, for its exclusive 
use and benefit to be operated and maintained as part of the Alaska Railroad.” 

As explained in the certificate of incorporation, Healy River Spur, Inc., was 
organized as a nonprofit corporation. Money was to be borrowed from the 
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Government to build the railroad spur and upon repayment of the loan the 
corporation was to be dissolved and title to the spur and all the assets of the 
corporation were to be conveyed to the United States to be operated and main- 
tained as part of the Alaska Railroad. The motivation for Healy River Spur, 
Inc., was purely and simply the construction of a railroad spur which the 
Department of the Interior had inexcusably and without justification failed 
to do itself. That Cripple Creek Coal Co. was to have no interest, financial 
or otherwise, in Healy River Spur, Inc., was made crystal clear. Under Nature 
of Business and Description of Project, as described in the application to the 
Reconstruction Finance Corporation for a loan, it was stated: 

“Applicant is a private, limited, nonprofit corporation, formed for the sole 
purpose of constructing a railroad spur from present rail’s end at Suntrana to 
the known operating and reserve coal properties in the Healy field. The cor- 
poration was formed as the only practical means of obtaining funds for that 
purpose. All other means investigated were found impractical. 

“The officers of the corporation will serve without remuneration. All income 
after actual expenses will be used to retire the corporation’s indebtedness. As 
soon as free of debt, the corporation will turn the spur over to the Alaska 
Railroad, without cost to the Alaska Railroad, and the corporation will dissolve. 

“Prior to the disbursement of any funds, a new board of directors will be 
appointed by majority decision of responsibile Government officials. A manag- 
ing director will be appointed to serve without pay and shall be directly respon- 
sible to the board for the construction and operation of the spur.” 

The idea of forming Healy River Spur, Inc., was actually born out of the com- 
bined efforts of interested officials of the Department of the Interior and the 
Department of Defense to bring to fruition the extension of the Alaska Rail- 
road. The corporation was to be a quasi-Government agency, and it had the 
tacit blessing of officials of both Departments, as evidenced by the assistance and 
cooperation they gave in the formation of the corporation and in the prepara- 
tion of its loan application to the Reconstruction Finance Corporation. Several 
conferences were held in the Office of the Under Secretary of the Interior Ralph 
Tudor which were attended by representatives of the Interior Department, De- 
fense Department, Office of Defense Mobilization, and the Reconstruction Fi- 
nance Corporation. There was unanimous agreement among the conferees that 
construction of the railroad spur was in the public interest and in the interest 
of national defense to assure an uninterrupted supply of coal to meet military 
and civilian demand in Alaska for the years ahead. Representing the Defense 
Department at those meetings were Colonel Vissering, Chief of Transportation, 
Office of Assistant Secretary of Defense; George A. Grimm, utilities and fuel 
adviser to the Assistant Secretary of Defense for Supply and Logistics; and 
Commander Webster, Lieutenant Fogel, and Mr. Bedwell, of the Navy Fuel 
Supply Office. The only discordant note heard at those meetings was from the 
representatives of the Reconstruction Finance Corporation and the Office of 
Defense Mobilization who expressed concern that Healy River Spur, Inc., might 
be construed by Congress as an attempt to circumvent the legislative appropria- 
tion processes. Later, by letter of August 16, 1954, the Reconstruction Finance 
Corporation advised Healy River Spur, Inc., as follows: “ 

“As you have previously been advised, your application for a loan of $1,754,- 
839.50 under section 302 of the Defense Production Act was submitted on March 
16, 1954, to the Office of Defense Mobilization for determinination regarding the 
issuance of a certificate of essentiality as required by Executive Order No. 10281. 

“In this connection, there is enclosed for your information copy of a letter 
we have received from the Office of Defense Mobilization. 

“For reason that no certificate of essentiality will be issued further considera- 
tion of the application is precluded. The files on this matter are, therefore, being 
closed.” 

With its letter of Angust 16, 1954, the RFC enclosed a copy of a letter dated 
August 11, 1954, it had received from the Office of Defense Mobilization, reading 
as follows: “ 

“This refers to your letter of March 16, 1954, requesting that we make a deter- 
mination of essentiality to the national defense of the section 302 application of 
the Healy River Spur, Inc., for a loan of $1,754,840. 

“The proceeds of this loan will be used to build a spur track connecting with 
the Alaska Railroad at Suntrana, Alaska. 

“The Department of Defense has advised it does not feel the proposed addi- 
tion to the existing spur track is essential to the national defense. 


“A copy of this letter is appended hereto as exhibit PP. 
“ A copy of this letter is appended hereto as exhibit QQ. 
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“In view of the above, this Office will not issue a certificate of essentiality for 
this application at this time.” 

Here was another bombshell. Despite the unanimity that prevailed at the 
meetings in Under Secretary of the Interior Tudor’s office at which the repre- 
sentatives of the Defense Department agreed with the others that construction 
of the railroad spur was in the interest of national defense, the letter of August 
11, 1954, from the Office of Defense Mobilization nevertheless reported that ‘‘the 
Department of Defense has advised that it does not feel the proposed addition to 
the existing spur track is essential to the national defense.” 

How can this be rationalized in the light of the views expressed by the repre- 
sentatives of the Defense Department present at the meetings in Under Secre- 
tary of the Interior Tudor’s ottice only a few short weeks previously and in the 
light of the views expressed by the representatives of the Military Establishments 
in Alaska who participated in the meetings of the Alaska Subcommittee on Coal 
in 19537’ Perhaps the explanation may be letters of protest in behalf of Usibelli 
Coal Mine, Inc., which were forwarded under date of May 19, 1954, to the Secre- 
tary of Defense and under date of May 26, 1954, to Assistant Secretary of 
Defense Thomas P. Pike against granting a loan to Healy River Spur, Inc., for 
the purpose of constructing the railroad spur. 

Copies of these protests were not furnished to Healy River Spur, Inc., but we 
bave learned informally that the grounds for the protests were that the spur 
was not economically justified; that it was not a military necessity; and that 
Usibelli Coal Mine, Inec., would not use the spur because the cost of moving its 
tipple from its present site would be prohibitive. The short answer to these 
objections is that they are completely devoid of merit. The economic justifica- 
tion of and military necessity for the railroad spur is fully supported and docu- 
inented by what has been said in this petition and by the exhibits annexed hereto. 
The inconvenience and expense involved in moving the tipple will be more than 
compensated by savings resulting from substantial avoidance of hauling coal 
by truck, What then is the real motivation for the filing of the protests against 
the granting of a loan to Healy River Spur, Inc.? The answer would seem to be 
that Usibelli Coal Mine, Inc., dreads the competition for military and civilian 
markets which would result if permanent year-round railroad access were pro- 
vided by the construction of a spur to the Cripple Creek Coal Co. lease and to 
the Government coal reserves in the Healy River Valley. 

Thus, despite the time, effort, and expense which went into the organization 
of Healy River Spur, Inc., with the tacit blessing of officials of the Department 
of the Interior and the Department of Defense, it was doomed to failure because 
the Office of Defense Mobilization refused to issue a certificate of essentiality 
on the basis of a report from the Department of Defense which stated in writing 
the exact reverse of what its representatives stated orally at open meetings. 
What caused the reversal is a matter which we respectfully request that your 
committees should inquire into and ascertain. When the Alaska Railroad shortly 
thereafter filed a withdrawal with the Bureau of Land Management of its rail- 
road right-of-way under the peculiar circumstances previously related, there 
was nothing left to do but to dissolve Healy River Spur, Inec., which was done 
on December 28, 1954. 

In the interim, since one of the principal purposes for which the Cripple 
Creek Coal Co, had obtained a Government loan was no longer capable of being 
earried out effectively in the foreseeable future, Reconstruction Finance Corpo- 
ration requested cancellation of that part of the loan pertaining to the develop- 
ment of an underground mine. Approximately $184,000 in unused funds was 
relinquished and all immediate plans for the development of an underground 
mine at Cripple Creek were indefinitely deferred. What the resultant loss to 
the Territory of Alaska will be by virtue of Cripple Creek Coal Co.’s inability 
to proceed with the orderly development of its underground coal reserves is 
difficult to estimate, but that it will operate to the great disadvantage of the 
military and civilian consumer in Alaska and that the failure to construct the 
spur will seriously retard the development of the coal resources of the Healy 
River Valley there can be little doubt. 

We have previously shown that the Alaska Subcommittee on Coal representing 
the Department of the Interior and the Defense Department unanimously held 
that the construction of the railroad spur “would mean a substantial savings 
to the Government in the price of coal and that this savings should amortize 
the cost of construction within 3 or 4 years” (see exhibit CC). The officials on 
this subcommittee are physically located in Alaska and their views are based 
upon personal knowledge of the problems involved in the production of coal for 
military and civilian consumption. The conclusion of the Subcommittee on Coal 
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confirms the views expressed by Acting General Manager of the Alaska Rail- 
road Manley that construction of the spur would result in the reduction of coal 
costs to the Territory of $200,000 annually (see exhibit X) and by the mining 
supervisor of the Geological Survey Saarela that the “hauling of 140,000 tons 
8 miles by Mr. Usibelli and 150,000 tons 6 miles by Mr. Shallit will cost the Gov- 
ernment approximately $300,000 this year’ (see exhibit CC). Similar views 
have been expressed orally many times by other officials of the Interior Depart- 
ment and Defense Department in Alaska. 

Cripple Creek Coal Co. has a truck haulage route of 6 miles from its pit to 
the railroad siding at Suntrana. Usibelli Coal Mine, Inc. has a truck haulage 
route of from 2 to 3 miles from its pits to the Suntrana railroad siding. 
Although Usibelli Coal Mine, Inc. has the shorter truck-haulage distance, the 
comparative truck-haulage costs of the two companies are about the same. 
This is due to the fact that the Usibelli mine hauls coal over the entire 12 
months of the year, including the rainy summer season. Maintenance of road 
and haulage equipment over the entire year is in itself an expensive proposi- 
tion and in the rainy summer season it is even more so. Upon the construction 
of a spur through the lands under lease to Usibelli and Cripple Creek, it would 
eliminate all direct haulage costs from the Usibelli operations on the north side 
of the Healy River and would limit its haulage costs from the south side of 
the river to approximately 1 mile. With respect to Cripple Creek Coal Co., 
construction of a spur would eliminate all except 1 mile of truck-haulage costs. 
In addition to the savings of direct-haulage costs, the Government would benefit 
by substantial savings of demurrage charges paid by the Government because 
lack of a railroad spur prevents proper scheduling of coal deliveries. 

Had the railroad spur been constructed and in existence from Suntrana to the 
Cripple Creek lease property since 1950 when Cripple Creek Coal Co. received 
its first contract to supply 50,000 tons of coal to the military installations, it 
is estimated that the total savings to the United States over the 5-year period 
would be in the neighborhood of $1,200,000. This is predicated on a total pro- 
duction from the Usibelli and Cripple Creek coal mines for the years 1950 to 
the present date of 1,207,429 tons of coal, of which the Government has been 
the principal consumer, at an average savings of about $1 per ton, if railroad 
access had been provided.” The production figures broken down between the 
two companies for the years 1950 to the present are as follows: 

Tons 
Usibelli Coal Mine, Inc__ : 948, 815 
Cripple Creek Coal Co 2638, 614 


1, 207, 429 

Until such time as the railroad spur is constructed, the additional costs to the 
Government resulting from truck haulage and demurrage charges will continue 
without compensatory benefit to the United States or to the military and civilian 
consumers of coal. In the last 5 years the Government has already paid out in 
additional coal costs the entire cost of constructing the railroad spur. Should 
there be a substantial increase in military or civilian demand for coal in Alaska, 
it is doubtful that the demand could be met without proper railroad access 
Leaving that aside, a railroad spur would serve as an important defense measure 
by assuring accessibility to the Government coal reserves in time of emergency 
and in permitting increased production from the producing coal mines in the 
Healy River field. 

In failing to construct a railroad spur from the present rail’s end at Suntrana 
to the operating coal mines and to the Government coal reserves in the Healy 
River Valley, we submit that the Secretary of the Interior has failed to carry 
out a specific mandate of Congress. In providing for the establishment of a rail- 
road in the Territory of Alaska (48 U. S. C., 1952 edition, secs. 301 et seq.), 
Congress declared as its policy that the line or lines of railroad— 

“* * * he so located as to connect one or more of the Pacific Ocean harbors on 
the southern coast of Alaska * * * with a coalfield or fields so as best to aid 
in the development of the * * * mineral or other resources of Alaska, * * * and 
so as to provide transportation of coal for the Army and Navy * * *.” 

To accomplish these objectives, the President is empowered, authorized, and 
directed— 


4 An analysis of the truck haulage costs is appended hereto as exhibit RR (prepared by 
A. Ben Shallit, January 1955). 
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“* * * to construct and build a railroad or railroads along such route or 
routes as he may so designate and locate, with the necessary branch lines, feed- 
ers. Sidings, switches, and spurs * * *.” 

Actual construction on the Alaska Railroad began in 1915, with the starting 
point at Seward proceeding northward. In order to relieve the fuel situation at 
the city of Fairbanks and to more quickly develop the Territory along the route 
of the railroad construction began in 1916 at Fairbanks proceeding southward. 
The fuel situation, even at that early date, was of supreme importance. The 
annual report of the Alaskan Engineering Commission “ for the year 1916, as 
contained in Senate Documents (vol. 8, 64th Cong. 2d sess., at pp. 22-23), sue 
cinctly points out the problem. 

“The development of Fairbanks and the adjacent country has been largely 
retarded by the extremely high cost of fuel. * * * Along the line of the Govern- 
ment railroad as it follows the Nenana River are large deposits of lignite coal. 
To reach these from Fairbanks requires the construction of 110 miles of rail- 
road * * .” 

The precedents have long been established for the construction of spur lines 
extending the Alaska Railroad directly to coal mines to provide an incentive 
for private operation, to relieve the fuel situation, and for development of the 
Territory. All of these spurs were constructed by the Alaska Railroad“ to 
provide railroad access to operating mines. Most of the construction was accom- 
plished under the general appropriations for the construction of the railroad 
rather than specific separate appropriations for spur line construction, and at 
least one spur was constructed by the railroad under contract with the corpora- 
tion operating a coal mine.” With respect thereto, the statement of Col. James 
G. Steese, Chairman of the Alaskan Engineering Commission (now the Alaska 
Railroad) as contained in the House and Senate Hearings, Interior Department 
appropriation bill, fiscal year 1925, 68th Congress, 1st session, on pages 738-739, 
is illuminating. Referring to outstanding accomplishments during the fiscal 
year 1928 he lists them, in part, as follows: 

“A coal spur extending 4.6 miles up the Healy River from mile 359 to large 
beds of subbituminous coal. 

* * * * * * * 


“Closing down of the Eska Coal Mine [a Government mine] and the abandon- 
ment of the Chickaloon mine in order to encourage private investment. 

“Construction of a 44%4-mile narrow-gage spur connecting newly developed coal 
mines in Moose Creek with the Chickaloon branch at mile 19.” 


Thus, even as early as 1923, it was recognized that construction of spurs to 
coal mines was an effective means, in the long run, of saving money for the 
Alaska Railroad and the taxpayer. On page 760 of the House and Senate hear- 
ings, supra, the following colloquy occurs between Colonel Steese and Chairman 
Cramton: 

“Colonel STEESE. * * * The Moose Creek spur was never estimated for, but 
was actually built out of a lump-sum appropriation. It was built after the 
matter had been referred to the President. One of the objects specified in the 
railroad act was to reach the coalficlds, as a means of development. The state- 
ment shows that the construction of the Moose Creck spur would save its cost 
to the railroad in 2 years in the lower price of coal. 

ie * * * * * 

“Mr. CRAMTON. Would save it? 

“Colonel STEESE. It has already begun to save it. As fast aS we are buying 
coal, it is saving it. 

“Mr. CRAMTON. When was that spur constructed? 


47In the fall of 1922 the Government railway project in Alaska was given the official 
designation the Alaska Railroad and on August 15, 1923, the designation the Alaskan 
Engineering Commission was dropped. 

48 Some examples of these spurs, although there are probably others, are as follows : 

(a) The Matanuska coal field branch from Matanuska Junction to Kings River, a 
distance of 37.8 miles—the track was laid in 1915 and the branch completed in 1916 
(See progress reports of the Alaskan Engineering Commission, letter dated August 9, 1915, 
from William C. Edes, Chairman to Secretary of Interior.) 

(b) Completion of branch line from Matanuska to Chickaloon, 38 miles, Completion 
of branch line to Eska coal mines, 2'4 miles. (See progress report dated Dee, 1, 1917.) 

(c) Telegram from Colonel Steese to Secretary of the Interior dated August 26, 1923: 
“Laying steel Moosecreek spur begins next week.” (See correspondence files on Alaska 
Railroad Construction—Archives. ) 

4°The Healy River Coal Co. (now Suntrana_ Mining Co.) spur was constructed by jhe 

ilroad. The facts with respect thereto are discussed later in this petition 
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“Colonel STEESE. It was constructed from May to September. 

“\Ir. CRAMTON. This year? 

“Colonel STEESE. Yes, sir. We are already getting advantage in our last coal 
contract of the reduction in cost of coal and in 2 years, assuming that we buy 
that much coal, which we will have to do, that will be paid for.” [Emphasis 
supplied. | 


And at page 740 of the hearings, supra, Colonel Steese, speaking of the need 
for constant improvement and extension of the Alaska Railroad as it continues 
to grow, said: 

“While the formal completion of the railroad was announced last summer, as 
stated above, and standard-gage trains are operating between the coast at Seward 
and the inner terminal at Fairbanks, a great deal of additional work is still 
required to bring the entire line up to standard. Furthermore, the Alaska Rail- 
road as a growing concern will never be complete in the sense that capital 
investment may cease. As revenues increase and more business is presented 
additional sums will be required for extensions and betterment.” [Emphasis 
supplied. ] 

The Healy River spur was constructed by the Alaskan Engineering Commission 
under contract dated June 28, 1922, between the Commission and the Healy River 
Coal Corp. Under the terms of this contract, the corporation was to pay $10,000 
“ash, and $20,000 was to be paid by the delivery of 6,66624 tons of coal. Title 
to the spur remained in the Government. This contract was entered into after 
receipt of a telegram from the Secretary of the Interior to the Chairman of the 
Alaskan Engineering Commission dated June 12, 1922, as follows: 

“You are authorized to construct Healy spur as per your recommendation and 
that of Director of Bureau of Mines.” 

On October 26, 1922, the Chairman of the Alaskan Engineering Commission 
wired the Secretary of the Interior as follows: 

“Reference my letter September 23 the standard-gage spur to Healy Coal 
Mine was completed October 24. Please advise Dr. Bain.” 

Although the contract calls for payment by the corporation of $30,000, the 
following excerpts from the hearing before the subcommittee of the House Com- 
mittee on Appropriations, Interior Department appropriation bill, fiscal year 
1924, 67th Congress, 4th session, at pages 770-771, show that this spur cost 
$200,000 and that it was constructed for the specific purpose of providing railroad 
access to the coal deposits. 

“Colonel Mears.” * * * and we saw the necessity of getting track connection 
with those big coal deposits of lignite coal which lie on the east side of the 
Nenana River, opposite mile 356. 

“Mr. CRAMTON. Is that the coal deposit which we discussed considerably a year 
ago, the Government coal deposits? 

“Colonel Mears. No, sir. You probably discussed the Chickaloon deposits. 

“Mr. CraAmTon. And you have connected up with this deposit? 

“Colonel Mears. Although no item appeared in the estimate for the construc- 
tion of spur lines into those coal deposits a distance of 4 miles, we saw that we 
were going to make some saving in the estimated cost of constructing the bridge 
over the Tanana River, and Dr. Bain, the Director of the Bureau of Mines, was 
on the ground, and I took up with him the question of getting a standard-gaze 
track connection with the Healy coal deposits, and we wired the Secretary and 
got his authority to build that line during the past summer; we spent on that 
a matter of $200,000 and have connected up with the coal which you see there 
in the picture [indicating].” 

In the light of the foregoing history of the Alaska Railroad and the construc- 
tion of various spurs in prior years to aid in the development of the coal re- 
sources of the Territory, it becomes extremely difficult to find the slightest jus- 
tification for the failure of the Secretary of the Interior to construct a railroad 
spur from the present rail’s end at Suntrana to the operating coal mines and to the 
Government coal reserves in the Healy River Valley. What more is necessary 
to justify the construction of a spur when the Secretary’s own Alaska Subcom- 
mittee on Coal unanimously concluded that “savings to the Government should 
amortize the cost of construction within 3 or 4 years” and when the Acting 
General Manager of the Alaska Railroad stated unequivocally that “it is esti- 
mated that the construction of this line will result in the reduction of coal costs 
to the Territory of $200,000 annually.” 


% Lt. Col. Frederick Mears, Corps of Engineers, United States Army, then Chairman 
Chief 


and Chief Engineer of the Alaskan Engineering Commission. 
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It is significant that the construction of the railroad spur to the Healy River 
Coal Co. mine, a distance of 4 miles, was accomplished without any item in the 
appropriation for the Alaska Railroad being specifically earmarked therefor. 
As the head of the railroad at that time said in his testimony, previously quoted, 
“we saw the necessity of getting track connection with those big coal deposits 
of lignite coal” and “we wired the Secretary and got his authority to build that 
line during the past summer.” 

Why, therefore, did the Bureau of Land Management instruct its field repre- 
sentative in Alaska to advise the Alaska Railroad that permission to proceed 
with construction of the spur is suspended pending further notice? Why did the 
Alaska Railroad file with the Bureau of Land Management a withdrawal of its 
railroad right-of-way after it had partially completed the work of locating and 
staking a claim of location line along the route of the proposed extension of the 
railroad? 

This petition has taken many more pages than should normally be necessary 
to present the facts to your committees. But this is a most unusual and abnor- 
mal situation. Here we have the Alaska Railroad which is under a statutory 
mandate to provide railroad access to the operating mines in the coalfields of 
Alaska. Every bureau of the Department of the Interior which has been con- 
cerned with the development of the coal resources of Alaska has strongly recom- 
mended the extension of the Alaska Railroad up the Healy River Valley. In 
the last 5 years the Government and the taxpayers have paid over $1 million in 
additional costs of purchasing coal for use by the military installations in Alaska 
because of the lack of railroad access. The Secretary’s own Alaska Subcommit- 
tee on Coal has unanimously recommended the extension of the railroad and has 
pointed out that the cost of construction would be returned in 3 or 4 years. The 
Secretary's special committee to investigate the coal resources of Alaska, headed 
by Charles W. Connor, formerly head of the Defense Solid Fuels Administration 
of the Department of the Interior, strongly recommended the extension of the 
Alaska Railroad up the Healy River Valley. 

Yet no extension of the railroad has been constructed and the railroad right- 
of-way has now been withdrawn. Why? We can conclude only that powerful 
pressures have been brought to bear on the Secretary of the Interior to keep 
development of the coal resources in the Healy River Valley locked up. It is 
in the public interest, in the interest of national defense, and in the interest 
of the development of the Territory of Alaska that your committee conduct an 
investigation, hold public hearings, and determine whether the Secretary of the 
Interior is faithfully carrying out the statutory mandate of Congress, 

We respectfully request that a day certain be fixed for holding public hearings 
and that we be advised of the date thereof at your earliest convenience. 

Respectfully submitted. 

A. BEN SHALLIT, 
Cripple Creek Coal Co. 
FAIRBANKS, ALASKA, 
MAx BARASH, 
Attorney at Law. 
WASHINGTON 5, D. C. 
ExHIsit A 


UNITED STATES DEPARTMENT OF THE INTERTOR, 
ALASKA ROAD COMMISSION, 
Juneau, Alaska, March 2, 1950. 
Mr. A. BEN SHALLIT, 
Spokane, Wash. 

DeaR Mr. SHALLIT: Reference is made to your letter of February 15 request- 
ing that an extension of the Healy River-Suntrana Road be undertaken to serve 
your property. The desirability of such a road is recognized. However, the 
Alaska Road Commission is not at present in a position to undertake this work 
since it has not been our policy to construct roads into undeveloped mining 
prospects. 

Should the actual development and production be instigated on the property, 
it is very probable that some cooperative assistance could be worked out whereby 
the road could be constructed with a portion of the expense shared by you as 
offered in your letter. 

Since you indicate that you will be in Juneau in the near future, it is suggested 
that you visit our office, at which time more detailed information can be given 
you. 

Very truly yours, 
A, F. GHIGLIONE, Chief Engineer. 





ALASKA COAL LANDS 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA Roap COMMISSION, 
Juneau, Alaska, December 20, 1950. 
Mr. A. BEN SHALLIT, 
Cripple Creek Coal Co., Fairbanks, Alaska. 

DeaR Mr. SHALLIT: Reference is made to your letter of November 4 which 
was held for my return as you have previously been advised by Mr. Niemi of this 
office. 

The need for access to your coal properties is recognized and the Alaska Road 
Commission is interested in seeing that such access is provided. 

Mr. Saarela, Territorial mining engineer, has been contacted concerning the 
area served by your present road and the various mines and developments that 
would also be served if the road were improved as you have recommended. 
Mr. Saarela is of the opinion that the district merits development and he has 
taken the initiative by writing to the Alaska Railroad in order to ascertain 
whether an extension of the present railroad spur could not be undertaken. It 
appears that an extension of the railroad would be much more desirable than 
the road improvement, since the railroad service would eliminate your shorthaul 
trucking and rehandling of the coal. 

If it transpires that the Alaska Railroad will not undertake extension of their 
line, Alaska Road Commission will program the road improvement, providing 
the anticipated farm and industrial road funds are appropriated by Congress. 

It is not considered necessary for you to visit Juneau at this stage of these 
studies. However, if you should be passing through, we would appreciate your 
visiting our office. 

Very truly yours, 
A. F. CHIGLIONE, Chief Engineer. 


ExHIsirt C 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA ROAp COMMISSION, 


Juneau, Alaska, April 3, 1951. 


Mr. JAMEs P. Davis, 
Director, Office of Territories, 
Department of the Interior, Washington, D. C. 

Dear Mr. Davis: The development of the coal deposits of the Healy River 
Valley up to the present time has been dependent upon the Alaska Railroad for 
transportation. The Healy River Coal Corp. mine is served directly by the 
railroad. Several preperties further up the valley, including the Usibelli and 
Cripple Creek mining properties, have been served by the railroad through short 
access roads of a low standard extending from the properties to the end of the 
railroad. 

Appeals has now been made to the Alaska Road Commission to construct a 
standard all-weather road up the Healy River Valley from the end of the rail- 
road to the further coal properties. This would involve about 8 miles of road. 

The development of the coal resources of the region on any adequate scale is 
dependent upon railroad transportation. For this reason the matter was referred 
to the Alaska Railroad through the Alaska Field Committee. A copy of a letter 
recently received from Col. J. P. Johnson, General Manager of the Alaska Rail- 
road, to Mr. A. Ben Shallit of the Cripple Creek Coal Co., indicates that funds 
are not available for this new railroad construction. 

Road funds are not available either; but in view of the fact that the project 
was first proposed as a road project, it is desired to urge that the Alaska Railroad 
provide whatever facilities are required in the Healy River Valley rather than 
to attempt an unsatisfactory, halfway solution by means of a road. It is my 
opinion, concurred in by the Territorial Commissioner of Mines, that the area is 
definitely worthy of development at this time. Unless directed by the Office of 
Territories, we will leave this matter entirely to the Alaska Railroad. At the 
same time I wish to emphasize that I think the project is a worthy one for 
railroad development. 

Sincerely yours, 
JOHN R. NOYES, 
Commissioner of Roads for Alaska. 
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ExuHisir D 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA Roap CoMMISSION, 
Juneau, Alaska, May 9, 1951. 


Mr. A. BEN SHALLIT, 
Cripple Creck Coal Co., 
Fairbanks, Alaska. 

Dear Mr. SHALLIT: This letter is written to inform you that it will not be 
possible for the Alaska Road Commission to undertake any road construction 
to assist in providing access to your property on Healy River. This decision has 
been necessary since the Interior Department considers the development should 
be accomplished by the Alaska Railroad and that no highway funds can therefore 
be involved. 

I am sorry that our previous correspondence may have mislead you and 
may have caused you to plan on having assistance this season. I hope we will be 
in a position to work with you at some future date. 

Very truly yours, 
A. FF. GHIGLIONE, Chief Engin 


Exnipit E 
UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 
Washington 25, D. C., April 5, 1951 
Fairbanks 07350 
DECISION 


A. BEN SHALLI‘1 
EMIL USIBELLI 


PROTEST DISMISSED EVIDENCE REQUIRED 


On July 22, 1949, coal prospecting permit Fairbanks 07350 was granted 
A. Ben Shallit for a period of 4 years. The permit embraces all of section 
N14, SE sec. 16, T. 12 S., R 6 W., F. M., Alaska, containing 1,120 acres 

By decision of August 29, 1949, a protest by Emil Usibelli against the granting 
ot the permit was dismissed for the reason that Usibelli failed to submit valid 
grounds for protest 

On July 5, 1950, Shallit filed an application for a preference right coal lease 
embracing all of the permit land. He claims to have geologically prospected, 
developed, and mapped sufficient coal resources in the area to warrant mining 
operations by open-cut and underground methods. 

On November 9, 1950, Emil Usibelli, through his local attorney, filed a protest 
against the issuance of a preference right coal lease of the land to Shallit on thi 
ground that Shallit has not complied with the terms of the permit, did not per 
form any prospecting work prior to the date he filed the lease application, and 
only after he was awarded an Army contract for 50,000 tons of coal; that Shallit 
has now moved equipment on the permit land and has been shipping coal in fu 
fillment of the Army contract. It is further represented in the protest fhat the 
land should be offered for coal lease competitively in order that Usibelli may 
have an opportunity to submit a bid for the privilege of leasing the land 

Usibelli is the lessee under coal lease Fairbanks 06561, which embraces 1,120 
acres of land adjacent to the above-described land. While Usibelli was the higl 
bidder at a sale of the lands embraced in his lease, the lease is, in fact, the out 
growth of Army license operations by him during Worid War Il. The notice 
of the lease offer contained a provision that “The successful bidder, if one other 
than Emil Usibelli, must reimburse Usibelli before a lease will be issued for the 
reasonable value (as appraised by the Department of the Interior) of all perma 
nent improvements necessary for the successful and continued operation of the 

64101—55——-10 
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property, including the reimbursement for the reasonable cost of stripping opera- 
tions for coal readily available for mining from which he has not benefited, the 
airfield, and the tipple, which value shall not exceed $508,007.” 

In connection with the protest by Usibelli against the issuance of a preference 
right lease to Shallit and Shallit’s lease application, a field report received in this 
office on March 26, 1951, shows that Shallit informed the district mining super- 
visor at Junea, Alaska, that he has made large expenditures for transportation, 
prospecting supplies, and engineering equipment, and that prior to July 5, 1950, 
he expended $4,675.83 on field geology and pick and shovel operations to deter- 
mine the extent of the coal reserves in the land and the feasibility of their 
development. With further reference to expenditures and work, the report reads 
in part as follows: 

“The district mining supervisor confirms that the work was done and the 
expenditures were made by Shallit prior to July 5 for the development of the 
property. He further confirms that studies were made prior to July 5 as to the 
feasibility of constructing roads, financing the operation, and marketing the out- 
put, including entering into a contract with the Army for delivery of 50,000 tons 
of coal. , 

“The district mining supervisor has visited the property and inspected 19 
trenches of various sizes and depths dug by Shallit or his representative to deter- 
mine the presence of coal reserves in addition to those originally examined. Be- 
tween July 5 and September 20 the applicant has expended $71,225 and has made 
commitments in connection with the exploration and mining of coal in excess of 
$264,000. As of September 20, in excess of $150,000 has been directly committed 
with the $71,225 actually expended. Camp structures have been erected and 
more than 6 miles of road has been constructed from the property to the Alaska 
Railroad.” 

As of this date, the records indicate that Shallit has expended approximately 
$112,000 in connection with operations upon the land embraced in his permit, 
which land constitutes a leasing block. 

Section 3 of the act of October 20, 1914 (38 Stat. 742), as amended March 4, 
1921 (41 Stat. 1363, 48 U. S. C. 444), contains a provision to the effect that if, 
within the time specified in a coal permit issued pursuant to the act, a permittee 
shows that the land embraced in his permit contains coal in commercial quantities, 
he shall be entitled to a coal lease under the act for all or any part of the permit 
land. 

One of the conditions of the permit is that the permittee is to remove from the 
premises only such coal or other materials as may be necessary to prospecting 
work, keep a record of all coal mined and disposed of and pay royalty on the 
coal mined at the rate of 10 cents per ton of 2,000 pounds to the District Land 
Office not later than during the calendar month succeeding that during which 
the coal was disposed of. 

No express provision is made in the regulations with respect to mining or to 
the rate of royalty after the filing of a lease application. In that connection 
attention is directed to the findings of the Secretary of the Interior in the case 
of preference right coal-lease application Seattle 04758, now Spokane 015591, that 
“* * * it was not contemplated that after a permittee had established the ex- 
istence of coal in commercial quantities and had filed an application for a lease 
he should be required to cease all mining operations, * * *. Until the lease is 
actually executed the applicant must of course continue to deposit the 
amount * * *, as provided in the permit.” 

In view of the foregoing, the protest is without merit and is dismissed subject 
to Usibelli’s right of appeal to the Secretary of the Interior within 30 days from 
service of notice hereof. 

The records fail to disclose that Usibelli or his attorney served a copy of the 
protest on Shallit, but since no valid ground for protest has been shown, it will 
not be necessary for copy of same to be served on him. However, a copy of 
this decision which contains substantially all of the allegations made in the 
protest will be served on Shallit through his local attorney. 

Furthermore, in view of the findings as a result of a field investigation, it is 
the opinion of this office and the Geological Survey that Shallit has earned the 
right to a coal lease of the land embraced in his permit subject to a royalty of 
15 cents a ton, mine run, a minimum investment of $112,000 recognized as having 
already been expended, a bond in the sum of $5,000 and the other provisions set 
out in the standard coal lease form 4-O081a. 
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sefore action can be taken with respect to the issuance of a coal lease of 
the Jand to Shallit, it will be necessary for him to comply with the following 
requirements: 

(a) Execute and file the five attached coal-lease forms 4-031a, after he has 
placed his initials in the margin opposite section 1, article IV at the bottom of 
page 1, and opposite the provisions relative to fair employment practices and 
tissionable materials at the top of page 3. 

(6b) Execute and file a $5,000 bond with approved corporate surety on the 
form attached or his personal bond of $5,000 accompanied by a deposit of nego- 
tiable Federal securities in a sum equal at their par value to the amount of 
the personal bond with proper conveyance to the Secretary of the Interior of 
full authority to sell such securities in case of default under the lease terms. 

(c) Pay the first year’s rental, amounting to $280. Remittance of that amount 
should be sent to the manager, land office, Fairbanks, Alaska. If payment is 
inade by certified check or money order, it should be drawn to the order of the 
rreasurer of the United States. 

(d) Submit a showing that he paid the rental specified. 

Shallit is allowed 30 days from service of notice to comply with the require- 
ments of this decision or to appeal to the Secretary of the Interior, failing in 
which his lease application will be finally rejected and such action taken as 
the facts may then warrant. 

In the event an appeal from this decision is taken by Usibelli such an appeal 
must be accompanied by a showing that a copy thereof has been served on 
Shallit. 

All evidence in response hereto should be filed in this office and refer to the 
<¢rial number listed above. 

ROSscoE BELL, 
Associate Director. 

Copy to: Emil Usibelli, Region VII, Anchorage, Alaska, GS 2, LO, Fairbanks, 

\laska, Northeutt Ely ; M. Barash. 


Exuisitr F 
UNITED STATES DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 


Washington 25, D. C., October 2, 1951 
A-26277 
EMIL USIBELLI. Fairbanks 07350. 
A. BEN SHALLIT. Protest against issuance of coal lease 
dismissed, 


Affirmed. 


APPEAL FROM THE BUREAU OF LAND MANAGEMENT 


On July 22, 1949, a coal prospecting permit on all of section 15 and the N¥%4 
and the SE of section 16, T. 12 S., R. 6 W., F. M., Alaska, covering 1,120 acres of 
land was issued to A. Ben Shallit pursuant to section 3 of the act of October 20, 
1914, as amended by the act of March 4, 1921 (41 Stat. 1363; 48 U.S. C., 1946 ed., 
sec. 444). On July 5, 1950, Mr. Shallit applied for a preference-right coal lease 
on the lands included in his prospecting permit, in accordance with section 3 of 


o 


the act of October 20, 1914, as amended. 

In a decision dated April 5, 1951, the Associate Director of the Bureau of 
Land Management dismissed a protest filed by Emil Usibelli against the issuance 
of a preference-right coal lease to Mr. Shallit. The decision of April 5 held also 
that Mr. Shallit was entitled to the lease applied for subject to the execution and 
filing of a satisfactory bond, the payment of the first year’s rental, and the execu- 
tion and filing of the coal lease forms. 

On May 21, 1951, a further protest against the issuance of the lease to Mr. 
Shallit was filed on behalf of Mr. Usibelli. Counsel for Mr. Shallit submitted 
an answer to the protest, and a reply brief was filed by Mr. Usibelli. Mr. 
Usibelli’s protest is regarded as an appeal to the head of the Department from the 
Associate Director’s decision of April 5. 
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It appears that Mr. Shallit has complied with the requirements of the Associate 
Director's decision and that the issuance of a lease to him is dependent on the 
outcome of the appeal. 

In protesting against the issuance of a lease to Mr. Shallit, Mr. Usibelli con- 
tends that the Department lacks statutory authority to issue a prospecting per- 
mit or a preference-right lease covering the lands included in Mr. Shallit’s pros- 
pecting permit because the lands are known to contain coal and are subject 
to leasing only through competitive bidding. This contention cannot be sustained. 

Section 8 of the Alaskan Coal Leasing Act (act of October 20, 1914, 38 Stat. 
741, 742; 48 U.S. C., 1946 ed., sec. 484) was amended by the act of March 4, 1921, 
supra, which added the following provision: 

“* * * That where prospecting or exploratory work is necessary to determine 
the existence or workability of coal deposits in any unclaimed, undeveloped area 
in Alaska, the Secretary of the Interior may issue prospecting permits for a term 
of not to exceed 4 years, under such rules and regulations and conditions as to 
development as he may prescribe, to applicants qualified under this act, for not 
to exceed 2,560 acres, and if within the time specified in said permit the permit- 
tee shows to the Secretary of the Interior that the land contains coal in com- 
mercial quantities, the permittee shall be entitled to a lease under this act for 
all or any part of the land in his permit.” 

Neither the words of the statute nor its legislative history provide a valid 
basis for the protestant’s assertion that the statute authorizes the issuance of 
prospecing permits only on lands which are not known to contain coal deposits 
It seems clear that the phrase “determine the existence or workability of coal 
deposits in any unclaimed, undeveloped area in Alaska” brings within the pur- 
view of the act of the authority to issue a prospecting permit in order to deter- 
mine the workability of existing coal deposits. This interpretation was adopted 
by the Secretary of the Interior in discussing the effect of the proposed amend 
ment before it was enacted.’ Likewise, this has been the administrative inter- 
pretation of the act as is indicated by regulations issued pursuant to the act 
which require, inter alia, that the application for the permit include information 
concerning the condition of coal occurrences, sc far as determined, and the 
description of workings and outcrops of coal beds, if any (48 C. F. R. 70,5 (d); 
and see 48 C. F. R. 70.1). 

Accordingly, it is concluded that the act of March 4, 1921, authorizes the issu- 
ance of prospecting permits on lands known to contain coal deposits where it is 
necessary to determine the workability of the deposits by prospecting or explora- 
tory work. 

The meaning of the term “workability” as it is used in connection with coal 
deposits involves several considerations which have been summarized in Geologi- 
cal Survey Bulletin No. 537? as follows: 

“The workability of-any coal will ultimotely be determined by two offsetting 
factors—(1) its character and heat-giving quality, whence comes its value; and 
(2) its accessibility, quantity, thickness, depth, and other conditions that affect 
the cost of its extraction. It must be considered a workable coal if its value, as 
determined by its character and heat-giving quality, exceeds the cost of extraction, 
either as judged by actual experience at the point where it is found or as judged by 
actual experience on similar coals similarly situated elsewhere. There are 1m 
absolute limits to any of the factors. The mining of 1 inch of coal that may 
involve the mining of 3 feet of rock is physically possible but would not pay. 
Most unworkable coal beds lack 1 or more of 3 things: Quality, thickness, acces- 
sibility—that is, they are too poor, too thin, or too deep.” 

With reference to the lands included in Mr. Shallit’s application for a prospect- 
ing permit, the Geological Survey reported that prospecting was necessary to 
determine the presence of coal in workable quantity and quality. Although there 
were known outcrops of coal on the land,’ there is nothing in the reports cited 
by the protestant or in the records of the Department which invalidate a con- 
clusion that the workability of the coal in this land was not established at the 
time when the permit was issued to Mr. Shallit. 

As the report by the Geological Survey with respect to Mr. Shallit’s permit 
application indicated that the workability of coal in the lands applied for was 
undetermined, the issuance of the prospecting permit was within the authority 
granted by the act of March 4, 1921. 


1H. Rept. No. 1266, 66th Cong., 3d sess, (1921), letters dated January 28 and 14, 1921, 
from the Secretary of the Interior to the chairman of the Committee on Public Lands. : 

2 George Otis Smith and others, The Classification of the Public Lands (1913), pp. 67, 68. 
See also pp. 66-79. 

3 Bureau of Mines, Report of Investigations 3951 (November 1946), tables 3 and 4, p. 14 
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Mr. Usibelli asserts also that in September 1946, he was informed that the 
Department considered that the lands involved here were available for leasing 
only by competitive bidding, and that the issuance of a prospecting permit, which 
is not subject to competitive bidding, to Mr. Shallit was unfair. 

The records of the Department indicate that in 1946 Mr. Usibelli’s lease appli- 
cation Fairbanks 05490, filed pursuant to section 8 of the act of October 20, 1914, 
as amended (48 U. S. C., 1946 ed., sec. 434), for lands other than those here 
involved was under consideration by the Department. Mr. Usibelli had appealed 
to the head of the Department from a decision by the Commissioner of the 
General Land Office * which rejected the application because the lands applied 
for were temporarily reserved for the use of the Army. On the basis of a report 
by the Geological Survey, a tentative proposal was made suggesting that Mr 
Usibelli consider applying for a lease of two other tracts which were available for 
easing. Part of one of the proposed tracts (SW sec. 15, E14 sec. 16, T. 12 S., 
R.6W.) is land which is now included in Mr. Shallit’s prospecting permit. 

The regulations issued pursuant to 48 United States Code, 1946 edition, section 
i34, indicate that all applications for leases filed under that statutery provision 
ire subject to publication and competitive bidding (43 C. F. R. 70.18, 70.14). As 
‘equired by those regulations, it was contemplated at the time when Mr. Usibelli’s 
ipplication was being considered that any lease issued to Mr. Usibelli would be 
subject to competitive bidding. There is no evidence that Mr. Usibelli desired 
inything other than a lease issued under 48 United States Code, 1946 edition, 
section 454, on the lands for which he applied. 

According to a letter dated October 7, 1946, addressed to the head of the 
Department from Mr. Usibelli’s attorney, Mr. Usibelli refuse dto apply for a 
lease of the tract which included parts of sections 15 and 16, as he considered 
that it was impossilble to work the tract because o fits inaccessibility for mining. 
[t was stated further in the letter of October 7 that opening up the land in sections 
15 and 16 would require driving 320 feet of railroad tunnels which would cost 
between 50 and 75 thousand dollars, and the construction of railroad yards and 
bunkers which would cost approximately the same amount. 

Thus, in 1946, Mr. Nsibelli refused to consider mining part of the lands now 
in Mr. Shallit’s permit, substantially because he believed that they were un- 
workable within the meaning of that term as it is used by the Geological Survey 

There is nothing in the record of Mr. Usibelli’s lease application (Fairbanks 
490) indicating that Mr. Usibelli ever applied for and was denied a prospect 
ng permit on the lands now included in Mr. Shallit’s permit. Likewise, there 
is no evidence that the Geological Survey gave consideration to the question 
whether the lands in sections 15 and 16 were available for a prospecting permit 
n 1946. As no further action was taken by Mr. Usibelli with respect to the 
proposal to include parts of sections 15 and 16 in his leave application, and as 
he did not apply for a prospecting permit under the act of March 4, 1921, there is 
no factual basis for the inference that sections 15 and 16 were not available te him 
for prospecting in 1946. Until Mr. Shallit’s application for a prospecting permit 
was filed in 1949, there was no occasion for an administrative determination as to 
the availability of the lands in sections 15 and 16 for prospecting. 

In the protest against the issuance of a preference-right lease, Mr. Usibelli 
asserts further that no prospecting on the land involved here was done before 
Mr. Shallit filed his application for a lease. Mr. Usibelli submitted affidavits 
hy three other persons indicating that none of them found evidence of coal pros- 
pecting when they examined the accessible portions of the land late in July 
1950. 

The prospecting permit which was issued to Mr. Shallit provides that the 
permittee shall begin prospecting work withing 90 days from the day of the 
permit and shall diligently continue prospecting by the best known methods. 

The regulation (43 C. F. R. 70.7) relating to applications for a preference-right 
lease by a permittee who shows that the land contains coal in commercial 
quantities provides in part as follows: 

“An application for lease under this action should * * * set forth fully and in 
detail the extent and mode of occurrence of the coal deposits as disclosed by 
the prospecting work performed under the permit * * *.” 

Mr. Shallit’s application for a lease, and the report of the district mining 
supervisor concerning the extent of the prospecting work done on the land sub- 
stantiate the ruling in the Associate Director’s decision that Mr. Shallit has 


4 Effective July 16, 1946, the General Land Office was abolished and its functions \ 
transferred to the Bureau of Land Management by sec, 403 of Reorganization Plan No 
of 1946 (11 F. R. 7875, 7876, 7776). 


vere 
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earned the right to a preference-right lease on the lands included in his pros 
pecting permit. The evidence in the record sustains the conclusion that Mr. 
Shallit has shown that the land contains coal in commercial quantities, and that 
he has complied with the terms of his permit and the applicable regulations. In 
these circumstances, Mr. Shallit is entitled to a preference-right lease in accord- 
ance with the act of March 4, 1921. 

For the above-mentioned reasons, I conclude that the protest against the issu- 
ance of the preference-right lease to Mr. Shallit does not state a valid basis for 
a refusal by the Department to issue the lease, and that the decision dismissing 
the protest was proper. 

Therefore, pursuant to the authority delegated to the Solicitor by the Secretary 
of the Interior (sec, 23, Order No. 2509; 14 F. R. 307), the decision by the Asso- 
ciate Director of the Bureau of Land Management is affirmed. 

W. H. FLANERY, Acting Solictor. 


ExuIBITt G 


Unirep Srares DEPARTMENT OF THE INTERIOR 


OFFICE OF THE SECRETARY 
Washington 25, D. C., December 6, 1951. 

A-26277 (Supp. ) 
Emi USIBELLI 
A. BEN SHALLIT 

Fairbanks 07350 

Petition for reconsideration of depart- 

mental decision. 
Petition denied. 


SUPPLEMENTAL DECISION 


On October 24, 1951, Emil Usibelli filed a petition requesting, in effect, recon- 
sideration of a departmental decision (A-—26277) dated October 2, 1951, which 
dismissed Mr. Usibelli’s protest against favorable action being taken on an appli- 
eation from A. Ben Shallit for a preference-right coal lease on 1,120 acres of 
land described as sec. 15 and the N¥% and the SE% of sec. 16, T. 12 S., R. 6 W., 
Fairbanks meridian, Alaska. This land is situated within the area commonly 
known as the Nenana coal field. 

A brief in opposition to the petition was filed on behalf of Mr. Shallit. On 
October 31, 1951, counsel for both parties presented oral argument on the petition. 

A coal-prospecting permit on the land involved in this controversy was issued 
to Mr. Shallit under date of July 22,1949. The issuance of the permit was based, 
and the request for the issuance to Mr. Shallit of a preference-right lease on 
the same land is based, upon the statutory provision which is codified in 48 
United States Code, 1946 edition, section 444, and which reads in pertinent part 
as follows: 

“Where prospecting or exploratory work is necessary to determine the exist- 
ence or workability of coal deposits in any unclaimed, undeveloped area in 
Alaska, the Secretary of the Interior may issue prospecting permits for a term 
of not to exceed 4 years, under such rules and regulations and conditions as 
to development as he may prescribe, * * * for not to exceed 2,560 acres, and 
if within the time specified in said permit the permittee shows to the Secretary 
of the Interior that the land contains coal in commercial quantities, the per- 
mittee shall be entitled to a lease * * * for all or any part of the land in his 
permit.” 

I. In the first place, the petitioner contends that, as a matter of law, coal pros- 
pecting permits cannot be issued under section 444 of title 48, United States Code, 
on any land within the area commonly known as the Nenana coalfield, and, there- 
fore, that the document which was issued to Mr. Shallit in 1949 was only a pur- 
ported prospecting permit which was ineffective to confer any rights upon him 
respecting the land covered by the document. 

It is asserted by the petitioner, in connection with this point, that none of the 
land within the limits of the Nenana coalfield comes within the category of an 
“qndeveloped area,” as that term is used in section 444 of title 48, United States 
Code. In support of this view, the petitioner refers to the portions of sections 1 
and 3 of the act of October 20, 1914 (38 Stat. 741, 742; 48 U. S. C., 1946 edition, 
secs, 432, 484) which provide, respectively, as follows: 
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“That the Secretary of the Interior be, and hereby is, authorized and directed 
to survey the lands of the United States in the Territory of Alaska known to be 
valuable for their deposits of coal, preference to be given first in favor of survey- 
ing lands within those areas commonly known as the Bering River, Matanuska, 
and Nenana coalfields, and thereafter to such areas or coalfields as lie tributary 
to established settlements or existing or proposed rail or water transportation 
ia = & (eee, 2), 

“That the unreserved coal lands and coal deposits shall be divided by the Sec- 
retary of the Interior into leasing blocks or tracts of 40 acres each, or multiples 
thereof, and in such form as in the opinion of the Secretary will permit the most 
economical mining of the coal in such blocks, but in no case exceeding 2,560 acres 
in any one leasing block or tract; and thereafter, the Secretary shall offer such 
blocks or tracts and the coal, lignite, and associated minerals therein for leasing 
and may award leases thereof through advertisement, competitive bidding, or 
such other methods as he may by general regulations adopt, to any person above 
the age of 21 years who is a citizen of the United States, or to any association 
of such persons, or to any corporation or municipality organized under the laws 
of the United States or of any State or Territory thereof * * * (sec. 3). 

The petitioner reads the provision of section 1 set out above as constituting a 
declaration by the Congress that the entire area within limits of the Nenana coal- 
field is known to be valuable for coal, and he believes that this takes the whole 
area outside any concept of an “undeveloped area” as that term is used in sec- 
tion 444 of title 48, United States Code. The petitioner then proceeds to the con- 
clusion that land within this area can be made available for coal develop 
ment only pursuant to leases issued under the quoted portion of section 3. Thus, 
it is the petitioner’s view that the whole of the area within the limits of the 
Nenana coalfield is, in effect, withdrawn by Congress from the scope of the pro- 
vy sions of section 444 of title 48, United States Code, authorizing the issuance of 
coal prospecting permits on any “undeveloped areas” in Alaska. 

This Department’s past administrative construction of the provisions of law 
mentioned in this supplemental decision has been contrary to the view urged 
by the petitioner. In its administration of these provisions of law, the Depart- 
ment has not regarded all land within the limits of the Nenana coalfield as neces- 
sarily outside the scope of section 444 of title 48, United States Code, and thus 
subject to coal development only under leases issued pursuant to section 3 of the 
1914 act. Section 444 has been in existence since March 4, 1921 (41 Stat. 1363), 
and, since that date, a substantial number of coal prospecting permits under the 
provisions of this legislation have been issued by the Department on land within 
the area of the Nenana coalfield.2. The earliest of these permits was issued on 
February 15, 1922. 

The petitioner’s argument does not convince me that the Department’s long- 
standing interpretation of section 444 of title 48, United States Code, as author- 
izing the issuance, in proper cases, of coal prospecting permits on land within 
the area of the Nenana coalfield has been erroneous. 

The legislation which is codified in section 444, title 48, United States Code, 
was originally enacted on March 4, 1921 (41 Stat. 1563) in the form of an 
jisitaaamsfdtiiahials 


1 The following coal prospecting permits on land within the Nenana coalfield have been issued by the 
Department: 


Permittee | Permit No. | Date issued Acreage 





Healy River Coal Corp : Ma Fairbanks 01068 | Feb. 15, 1922 200. 0 
Broad Pass Coal & Development Co-_-..--- Fairbanks 01053 | Feb. 16, 1922 2, 560. 0 
J. Van Orsdel___- seslebi Fairbanks 01060 | Apr. 29, 1922 , 920. 0 
Mount McKinley Bituminous Coal Corp--- ae Fairbanks 01099 | Feb. , 1923 2, 560. 0 
M. Singleton d 3 Fairbanks 01091 | May 17, 1923 , 280. 0 
Sits  . 9be 0S iahiSR ao Sead oe Fairbanks 01100 | June 23, 1923 ; 0 
E, Van Kirk nimadiouds asians ...| Fairbanks 01105 | June 28, 1923 40.0 
R. Calderhead ------ eaten Coe Fairbanks 01104 | Novy. 13, 1923 28 
Val Dievold. hd en ides _..| Fairbanks 04684 | Aug. , 1942 

O. E. Mahi, Mike pau peldbe bedewe Fairbanks 05084 | Aug. 20, 1943 

i eS. ee oben .....| Fairbanks 06089 | Apr. 5, 1946 

W. Wurtz... La ities saewaeaiean et Fairbanks 06292 | May 14, 1948 

Wilson J. Smith- ; Fairbanks 07345 | July , 1949 

A. B. Shallit_- wing ne ach aitn santa Sben Fairbanks 07 350 | July 22, 1949 

O. E. Maki, Nels Jackson. ___...| Fairbanks 06771 | May 24, 1950 





Nore.—Fairbanks 01100 was amended Oct. 26, 1923, to include an aggregate of 2,080 acres. 
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amendment adding a proviso to section 3 of the act of October 20, 1914 Thus, 
this authorization for the issuance of coal prospecting permits was actually 
made a part of and was superimposed upon section 3 of the 1914 act, and it 
provided a means whereby coal prospecting permits could be issued on any “un- 
developed area” in Alaska which otherwise met the requirements of the amend- 
ment, including, of course, undeveloped areas which theretofore had been open 
to coal development only under the leasing procedure provided for in the original 
portion of section 3 enacted in 1914. I find nothing in the language of the 1921 
amendment, or in its legislative history, which warrants the conclusion that 
Congress intended to except from its provisions all land within the limits of 
the Nenana coalfield, irrespective of whether particular tracts are or are not 
in fact undeveloped from the standpoint of coal production. Hence, I do not 
believe that the Department has acted improperly heretofore in taking the view 
that each application for a coal prospecting permit under the 1921 amendment, 
whether it relates to land situated within the limits of the Nenana coalfield or 
elsewhere, is to be considered on its merits, in relation to the facts of the particu- 
lar case, 

For the reasons indicated above, I regard as untenable the petitioner’s pri- 
mary contention that the whole of the area known as the Nenana coalfield is 
necessarily outside the scope of the provisions of section 444 of title 48, United 
States Code, authorizing the issuance of coal prospecting permits on undeveloped 
land in Alaska. 

II. The petitioner’s next contention is that, in any event, the coal prospecting 
permit involved in this controvery should not have been issued to Mr. Shallit 
in view of the fact that, according to petitioner, neither prospecting nor ex- 
ploratory work was “necessary to determine the existence or workability of 
coal deposits” on the land covered by the permit. 

With regard to this point, the petitioner refers to official reports by this De- 
partment which were outstanding at the time when the prospecting permit was 
issued to Mr. Shallit and which showed the presence of substantial quantities 
of coal on the land covered by the Shallit prospecting permit, and he also refers 
to the fact that, at the time of the issuance of the prospecting permit to Mr. 
Shallit, successful coal-mining operations were being conducted on land con- 
tiguous to that covered by the Shallit prospecting permit. 

There appears to be no doubt that “the existence * * * of coal deposits” on 
the land covered by the Shallit prospecting permit was known at the time of the 
issuance of the permit. This did not, however, necessarily reauire the disapproval 
of Mr. Shallit’s application for a coal prospecting permit. It will be noted that 
the use of the disjunctive “or” in the statuory standard, ‘“‘the existence or work- 
ability of coal deposits.’ made it necessary for the official who passed upon 
Mr. Shallit’s application for a coal prospecting permit to consider—even though 
the existence of coal deposits on the land applied for was known—the question 
whether prospecting or exploratory work was “necessary to determine the * * * 
workability” of the coal deposits on the land. 

The record indicates that the prospecting permit was issued because of the 
belief of the Associate Director of the Durean of Land Management, who 
issued the permit under a delegation of secretarial authority, that prospecting 
Was necessary in order to determine the workability of the coal deposits on the 
land, from the standpoint of quantity and quality. The making of this deter- 
mination involved an exercise of judgment upon the part of the Associate 
Director. He was aided in this respect by advice which had heen received from 
the Geological Survey in a report dated January 14, 1949. 

If the petitioner believed that the Associate Director was mistaken in deciding 
that prospecting was necessary in order to determine the workability of the coal 
deposits on the land applied for by Mr. Shallit, the netitioner should have taken 
advantage of his right to secure a timely review of the matter by the head of 
the Department. It appears that the petitioner was cognizant of the pendency 
of Mr. Shallit’s application for a coal prospecting permit, and that he filed a 
protest against the approval of the application. This protest was dismissed 
by the Acting Director of the Bureau of Land Management in a decision dated 
August 29, 1949.2. Formal notice of this action was received by the petitioner on 


2 The amendatory statute erroneously referred to the basic legislation as the act approved 
Octoher “24,” 1914. 

3 The protest should have been acted upon, of course, before any prospecting permit was 
issued to Mr. Shallit. In this connection, the record indicates that the prospecting permit, 
although dated July 22, 1949, was not transmitted to Mr. Shallit until October 6, 1949, 
which was after the dismissal of Mr. Usibelli’s protest. 
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September 20, 1949. The petitioner then had a right to appeal to the head of the 
Department respecting the dismissal of his protest, but he failed to do so. 
Upon the expiration of the period allowed for the taking of such an appeal, the 
determinations made in the Bureau of Land Management regarding the issuance 
of the coal prospecting permit to Mr. Shallit and the dismissal of the petitioner’s 
protest became final. 

Thus, a legal relationship between the Government and Mr. Shallit, under which 
he obtained as to the land involved in this controversy the rights provided for 
in section 444, title 48, United States Code, was created upon the issuance of the 
coal prospecting permit to bim and the expiration of the period that was available 
to the petitioner under the Department's rules of practice for the taking of an 
appeal to the head of the Department with respect to the handling of the matter 
in the Bureau of Land Management. Obviously, the Shallit prospecting permit 
could not be invalidated at this late date on a dilatory showing by the petitioner 
that the officials of the Bureau of Land Management were mistaken in concluding 
that prospecting Was necessary in order to determine the workability of the 
coal deposits on the land applied for by Mr. ‘Shallit. An utterly chaotic condition 
in administration would result if legal rights, established as the result of the bona 
fide exercise of judgment by Bureau officials in the performance of delegated 
secretarial functions, were subject to cancellation upon the basis of the sort of 
belated review by the head of the Department requested by the petitioner. 

Ill. The petitioner adverts to what he regards as the unfairness of issuing a 
coal prospecting permit to Mr. Shallit, in view of the fact that, when the 
petitioner discussed with representatives of the Department in 1946 his desire 
to obtain land in the Nenana coulfield for coal development, the Department’s 
representatives did not mention the possibility of his obtaining a coal prospecting 
permit, but, instead, only discussed the possibility of his obtaining a coal lease 
through competitive bidding. 

As stated in the departmental decision of October 2, 1951, the records of the 
Department indicate that the 1946 contacts with the petitioner revolved around 
his desire to obtain a coal lease on land within the Nenana coalfield, and that the 
petitioner did not at that time reveal any interest in obtaining a coal prospecting 
permit. 

Moreover, any objection of this sort that the petitioner may have had to the 
issuance of a coal prospecting permit to Mr. Shallit should have been brought 
to the attention of the head of the Department at an appropriate time through 
the utilization of the appeal procedure provided for that purpose. (See the 
discussion in part II above.) As the Associate Director of the Bureau of Land 
Management had lawful authority to issue a coal prospecting permit to Mr. Shallit 
on the land involved in this controversy, it is now too late for the petitioner to 
seek to invalidate the permit upon the ground that the Bureau official, in the 
exercise of his discretion, ought not to have issued the permit. 

IV. A further argument is made by the petitioner to the effect that Mr. Shallit 
has not complied with certain of the conditions prescribed in his coal prospecting 
permit, and, therefore, that the permit is subject to cancellation and cannot form 
a proper predicate for the issuance of a preference-right lease pursuant to section 
444, title 48, United States Code, on the land covered by the permit. 

The petitioner, in this connection refers to the fact that the coal prospecting 
permit was issued to Mr. Shallit on the condition that he would “remove from 
said premises only such coal * * * as may be necessary to prospecting work,” 
and on the condition that he would “begin prospecting work within 90 days from 
date hereof and * * * diligently prosecute the same during the period of such 
permit in accordance with the * * * best-known methods.” The petitioner as- 
serts that Mr. Shallit has failed to comply with these conditions. 

A. With regard to the petitioner’s contention that Mr. Shallit has failed to 
comply with the condition in his coal prospecting permit to the effect that he 
would “remove from said premises only such coal * * * as may be necessary 
to prospecting work,” the record shows that Mr. Shallit has mined 50,249.15 tons 
of coal from the land covered by his coal prospecting permit. 

In connection with this point, it appears that the mining of the substantial 
tonnage of coal mentioned in the preceding paragraph was begun in November 
1950, several months after Mr. Shallit made application on July 5, 1950, for a 
preference-right coal lease on the land covered by his coal prospecting permit. 

In the administration of coal lands on the public domain, it has been the policy 
of the Department for many years to allow the holder of a coal prospecting permit 
to begin the mining of coal in commercial quantities from the land upon the filing 
of an application for a preference-right coal lease on the same land. This goes 
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back to a departmental decision dated November 11, 1922, in the case of the Elk 
Coal Co. (A-3333),* which involved a situation where a company holding a coal 
prospecting permit had mined more than 25,000 tons of coal after the filing of an 
application for a preference-right coal lease on the same land and prior to the 
issuance of a lease to the company. The prospecting permit held by the company 
in that case, like the prospecting permit held by Mr. Shallit in the present case, 
contained a condition to the effect that the permittee would “remove from the 
premises only such coal * * * as may be necessary to prospecting work.” In the 
departmental decision, First Assistant Secretary Finney stated: 

“No express provision is made in the regulations with respect to mining or to 
the rate of royalty after the filing of a leasing application, but it was not con- 
templated that after a permittee had established the existence of coal in commer- 
cial quantities and had filed his application for a lease he should be required to 
cease all mining operation, and in general, in the absence of some special reason 
for contrary action in a particular case, it is believed that the rate of royalty 
as fixed in the lease should be considered applicable from the date of the appli- 
cation therefor. * * *” 

The policy mentioned above was incorporated in departmental instructions 
issued on May 23, 1924 (50 L. D. 501), the following language being used (p. 503) : 

“Where a permittee has discovered coal and has applied for a lease, such 
application supersedes the permit, and when lease is granted it relates back to 
the time of application. There can be no interval, for the permittee must account 
for the coal in accordance with the terms of his permit until lease is applied for, 
and thereafter in accordance with the terms of the lease. * * *” 

The rule that an application for a preference-right coal lease supersedes the 
coal-prospecting permit on which it is based was reaffirmed as recently as June 12, 
1951, in the case of Leonard E. Hinkley and Stevens T. Harris, A—26187. 

Although the precedents cited above respecting the point now under considera- 
tion related to coal-prospecting permits issued on lands in the continental United 
States, they would be equally applicable to coal-prospecting permits issued on 
lands in Alaska. Except for the length of time for which coal-prospecting 
permits may be issued, the statutory provisions governing the issuance of coal- 
prospecting permits on lands in Alaska are the same as the statutory provisions 
governing such permits on lands in the United States. (See 48 U. S. C., 1946 
edition, sec. 444, and 30 U. S. C., 1946 edition, supp. IV, sec. 201 (b).) Likewise, 
the provisions of the departmental regulation (43 CFR 70.4) defining the rights of 
permittees under coal-prospecting permits on Alaskan lands are the same as the 
provisions of the departmental regulation (48 CFR 193.20, 16 F. R. 2892) 
defining the rights of permittees under coal prospecting permits issued on lands 
in the continental United States; and the same language respecting the point 
now under consideration is used in coal prospecting permits on Alaskan lands and 
in coal prospecting permits on lands in the continental United States. 

Inasmuch as the mining of coal in commercial quantities by Mr. Shallit 
from the land covered by his coal prospecting permit did not occur until after 
the filing on July 5, 1950, of his application for a preferenece-right coal lease 
on the same land, his action in proceeding with the development of the property 
on a cominercial basis was in accordance with the long-established depart- 
mental policy of regarding such development as permissible after the filing by 
a permittee of an application for a preference-right coal lease. Hence, the 
Department would not be justified in departing from its previous policy, extend- 
ing over a period of many years, by attempting in this case to cancel Mr. Shal- 
lit’s coal-prospecting permit upon the ground that, prior to the actual receipt 
of a coal lease, he removed coal in commercial quantities from the land covered 
by his coal-prospecting permit. 

B. We turn now to the petitioner’s contention that Mr. Shallit has failed to 
comply with the condition in his prospecting permit to the effect that he would 
“hegin prospecting work within 90 days from date hereof and * * * diligently 
prosecute the same during the period of such permit in accordance with the 
* * * best known methods.” 

The record indicates that, although Mr. Shallit’s prospecting permit was is- 
sued under the date of July 22, 1949, the permit actually was not transmitted 
to Mr. Shallit until October 6, 1949. At Mr. Shallit’s request, the manager of 
the district land office at Fairbanks thereafter granted to him an extension until 
June 1, 1950, of the time for the beginning of prospecting work under the permit. 
This action appears to have been proper uniter the circumstances, and it is rati- 


* Seattle 04758, now Spokane 015591. 
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fied. In this connection, it should be noted that, at the time of the receipt of 
the prospecting permit by Mr. Shallit, the 90-day period mentioned in the permit 
for the beginning of the prospecting work was about to expire, and, in addition, 
that the onset of severe winter weather was imminent. Compliance with the 
90-day requirement in the permit with regard to the beginning of prospecting 
work was infeasible because of the delay in delivering the prospecting permit 
to Mr. Shallit. 

The record contains copies of reports submitted by Mr. Shallit to the district 
mining supervisor in Juneau for each month from March 1950 through Septem- 
ber 1951. These reports, which were sworn to by Mr. Shallit, indicate the extent 
of the prospecting and exploratory work performed each month upon the area 
covered by the prospecting permit, prior to the beginning of the commercial 
mining of coal from the area. 

According to Mr. Shallit’s monthly reports for March and April 1950, Mr. 
Shallit made engineering and economic studies regarding the area covered by 
the permit and the preparation and transportation of coal, and he also made a 
reconnaissance study of the geology of the area. Corroborating evidence is 
provided by a report from the district mining supervisor at Juneau, which states 
that in April 1950 Mr. Shallit conferred with the supervisor relative to prospect- 
ing and marketing studies which Mr. Shallit was making. 

The monthly reports which Mr. Shallit submitted for May and June 1950 state 
that the prospecting and exploratory work completed during these months con- 
sisted of detailed mapping of surface exposures, tracing of outcrops, and the 
exposure of cross sections by surface trenching,’ measurement of the thickness 
of exposures, geological interpretation of the continuation of beds, detailed study 
of transportation and loading site problems, and completion of engineering re- 
ports. On June 26, 1950, Mr. Shallit submitted to the district mining supervisor 
a proposed development and mining plan, called a status report, which dealt with 
various technical problems involved in mining the area covered by the permit. 
ight detailed maps were enclosed with the report. 

Mr. Shallit’s monthly reports for the period from July 1950 through October 
1950 show that trenching and stripping operations within the permit area were 
carried or, and that a road, camp buildings, a loading site, and at least six bridges 
were built. A corroborating report from the district mining supervisor indicates 
that Mr. Shallit’s prospecting operations during this period uncovered a bed of 
coal approximately 350 feet long in the footwall of bed No. 1; that experimental 
stripping was performed on beds Nos. 2, 3, and 6; that the coal in bed No. 2 was 
frozen ; and that bed No. 3 had been trenched with a bulldozer. 

Mr. Shallit’s subsequent monthly reports indicate that the commercial mining 
of coal (under his application for a preference-right coal lease) began in Novem- 
ber 1950. 

Controverting evidence has been submitted by the petitioner in the form of 
affidavits from himself and three other persons stating, in subtsance, that on or 
about August 1, 1950, they examined parts of the area covered by Mr. Shallit’s 
prospecting permit and found no evidence to indicate that any prospecting had 
been done by Mr. Shallit within the area. In addition, the petitioner’s affidavit 
stated that he had examined the permit area from the air and had found no 
evidence that prospecting work had been done by Mr. Shallit. 

Upon considering the whole record, it is concluded that the preponderance of 
the evidence supports the finding that, during the period between June 1, 1950 
(when Mr. Shallit was required to begin his prospecting operations under the 
permit, as modified), and the beginning of the commercial mining of coal from 
the permit area in November 1950 pursuant to Mr. Shallit’s application for a 
preference-right coal lease, Mr. Shallit complied with the condition in his pros- 
pecting permit to the effect that he would diligently prosecute prospecting work 
on the permit area in accordance with the best known methods, and that, as a 
result of Mr. Shallit’s operations, it was demonstrated that the land contains coal 
in commercial quantities. That being so, Mr. Shallit is entitled, under the pro- 
visions of 48 United States Code, 1946 edition, section 444, to a lease on the 
land covered by his coal prospecting permit. 


5 The nature of the trenching was subsequently explained by Mr. Shallit in a deposition, 
a copy of which was furnished to the Department by the petitioner. According to Mr. 
Shallit, it consisted in the digging of holes which varied in size from 6 inches to 8% feet 
deep and from 2 feet wide to 8 or 10 feet wide. Mr. Shallit described at least 18 different 
locations within the permit area where he had dug these holes. A report in the reesrd 
indicates that the district mining supervisor and the Territorial mining inspector inspected 
the permit area in September 1950 and noted a series of 19 pits and trenches which had been 
dug in order to check the geological structures and expose coal within the permit area 
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For the reasons indicated above, it is concluded that no error was made in the 
departmental decision dated October 2, 1951. 

Therefore, pursuant to the authority delegated to the Solicitor by the Secretary 
of the Interior (sec. 23, order No. 2509; 14 F. R. 307), the petition for reconsid 
eration of the departmental decision (A-26277), dated October 2, 1951, is denied 

MastIn G. Wuirter, Solicitor. 


ExHtsIt H 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA Roap COMMISSION, 
Juneau, Alaska, February 25, 1952. 


Mr. A. BEN SHALLIT, 
Cripple Creek Coal Co., 
Fairbanks, Alaska, 

DEAR Mk. SHALLIT: Reference is made to your letter of February 20, 1952, 
concerning the recent plans for providing an all-weather approach road up 
the Healy River to the Roth property. The statement received from your 
Washington attorney is correct insofar as the plans of the Alaska Road Com- 
mission are concerned. However, to date no funds are available for the initia- 
tion of this work. 

As you will recall, our previous efforts to construct a road up the Healy 
River were stopped when the possibility of the extension of the Alaska Rail- 
road spur entered the picture. At a recent meeting in Washington, D. C., 
it was decided that the construction of a road by the Alaska Road Commis- 
sion would most quickly provide the needed access to the coal reserves. AS a 
result of this meeting the Alaska Road Commission was instructed to make 
surveys and prepare estimates for the project in anticipation of funds for the 
construction. 

No funds for this work are included in our budget estimates now before Con- 
gress, and unless an emergency appropriation is received there can be no 
work undertaken this coming season. Since I have no information regarding 
possible emergency funds for this work, I am not able to give you any assurance 
upon which to base your judgment in submitting bids to the military for a 
coal contract. 

Sincerely yours, 
A. F. GHIGLIONE, 
Commissioner of Roads for Alaska. 


ExHisit I 


Seattle, Wash., June 25, 1952. 
A. BEN SHALLIT, 
Cripple Creek Coal Co., 
Fairbanks, Alaska: 

Request immediate advice by wire or telephone concerning additional tenta- 
tive quantities of coal for Ladd and Bielson Air Force Bases. Assuming 
availability of cars advise tonnage you could supply of size 8-6 X ¢ mine run 
for each of the following months: July, August, and September. 

NAvAL Suppry Deport. 


Exuisit J 
JUNE 25, 1952. 
NAVAL SuPPLty Deport, 
Seattle, Wash.: 

Re your telegram June 25, engineer at mine now determining available tonnage 
months July, August, September and will advise you. 

Meanwhile right-of-way across Usibelli lease blocked by Usibelli coal mine 
since April 21, although permission for advance construction granted by 
Bureau of Land Management on August 10, 1951. 

This roadblock until removed precludes delivery of any coal unless right-of- 
way established. 

Interior Department, Washington, fully advised regarding Usibelli inter- 
ference. 

CRIPPLE CREEK Coa Co. 
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ExHipir K 


NAVAL SUPPLY DEPOT, 
Seattle, Wash.: 
Re your telegram June 25, can deliver 10,000 tons coal each month beginning 
October and continuing into spring of 1958 as long as road is usable. 
Uncertain road conditions before October 1 preclude deliveries during July, 
August, and September. 
CRIPPLE CREEK COAL Co, 


EXHIBIT L 


DECISION 
\. BEN SHALLIT 
Right-of-Way Application 
Act of January 21, 1895 
YS Stat. 685; 48 U. S. C. see. 956). 
SEPTEMBER 10, 1952. 
PROTESTS DISMISSED 


RIGHT-OF-WAY GRANTED CONDITIONALLY 


On June 14, 1951, A. Ben Shallit filed his application, Fairbanks 08832, for a 
tramroad right-of-way from a point in sec. 16, T. 12 S., R. 6 W., Fairbanks 
meridian, called “Cripple Creek Camp” within his coal prospecting permit, Fair- 
banks 07350, to a point in the NE\4 of sec. 23, T. 12 S., R. 7 W., Fairbanks 
meridian, designated on the map of said right-of-way as “R. R. car loading dock.” 

On August 10, 1951, the manager of the land office at Fairbanks, Alaska, 
sranted Shallit a permit to construct the right-of-way in advance of its approval. 
Phat permit was at Shallit’s risk and subject to such requirements as might 
later be attached to the grant of a right-of-way. 

The map of the proposed right-of-way was found insufficient under the regula- 
tions and Shallit was called upon to file a proper map. This he did on July 
$1, 1952. 

Because of a protest filed by the Usibelli Coal Co. across whose leased lands 
(Fairbanks 06561) a substantial portion of the proposed right-of-way extends, 
~ field investigations have been made; 1 at the instance of this office and 1 at 
the direction of the Department. With respect to the former, a representative of 
the Usibelli Co., who according to his statement was in charge of the leased 
premises, was on the Usibelli lease premises and was contacted by the investigator 
who discussed the matter of alleged interference of the right-of-way with the 
Usibelli mining and associated operations. The Usibelli Co., claims that the 
proposed right-of-way would interfere with its operations, especially in the 
furnishing of an adequate water supply for the domestic use of the employees 
on its lease who reside at a camp within the lease boundaries. The report 
negatives this claim and shows that there is more than ample underground 
seepage to furnish a sufficient supply of domestic water. The report also shows 
that a rifle range has been set up with the gun pits on 1 side of the proposed Shallit 
right-of-way and the targets on the other. Local counsel for Usibelli has asked 
that no right-of-way be granted until an oral hearing has been held. A protest 
by the Healy River Coal Co. apparently has been disposed of since the objection 
was to the location of the right-of-way near that company’s camp and Shallit 
has been using the road, previously authorized to be constructed without any 
objection to such use by the Healy River Coal Co. Its protest is accordingly 
dismissed. 

Both field reports recommend that a right-of-way be granted and one of them 
even suggests that it would be preferable to move the road, the subject of the 
application, out of the river bed and onto the adjacent high land. However, it 
seems probable a substantial part of the right-of-way will only be required tem 
porarily. It is understood that the Alaska Railroad is now surveying a route 
for an extension of its line, now terminated at the Healy River Coal Co.’s mine, 
to a point at or near the Shallit lease, which will obviate the need for most of 
the rights-of-way. It is possible that the railroad will follow, if not use a part 
of the proposed Shallit right-of-way. The proposed right-of-way is usable in 
winter and can be used during the coming season after certain repairs are made 
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A new right-of-way would apparently involve extensive new construction which 
Shallit has not indicated that he desires to undertake. In fact, Shallit on his 
map outlines the same general route as that he first applied for. In view of 
these facts, it seems unnecessary to consider the suggestion that the right-of-way 
be relocated on higher ground. 

Although the matter has not been called to the attention of this office by either 
Shallit or Usibelli, the field report made at the request of this office recites that 
the surface works of the Healy River Coal Co. were destroyed by fire on August 29, 
and that in consequence it will be some time before that company can resume 
full active mining operations. The report states that the Healy River Co. carried 
the major portion of the burden of supplying coal to the rail belt portion of 
Alaska. In such an emergency, it seems obvious that both Usibelli and Shallit 
will need to meet more of this burden than they have in the past and it is apparent 
from the whole record that the right-of-way is necessary to Shallit’s operations 
and that it does not unreasonably burden the Usibelli operation. 

This matter has been thoroughly considered. The facts have been meticulously 
assembled by three agencies of the Department whose representatives have 
examined the land and discussed the proposed right-of-way with the parties 
concerned, including the Usibelli Co. That company has filed a substantial body 
of argument in support of its protest, all of which has been considered. We 
are unable to perceive in what way oral argument would supplement the showing 
already made or establish what has not been established that the granting of 
the right-of-way seriously affects Usibelli’s interests as a lessee. On the con- 
trary, it appears that no adverse effect would result but that the Usibelli Co. 
could accommodate its operations to the situation with little or no additiona! 
expense. To accede to the protest would result in placing a heavy burden on 
Shallit who is also a lessee which is not justified in the circumstances. Accord 
ingly, the application for an oral hearing and the protest as well are dismissed. 

Since the rifle range across the right-of-way is neither a necessary nor proper 
activity under the lease and since it is a hazard to the free use of the right-of-way, 
the Usibelli Co. is required to dismantle it and to discontinue its use; 30 days 
from receipt of a copy of this decision by that company are allowed within 
which to show compliance herewith in the absence of which further appropriate 
action will be taken. 

The right-of-way as applied for is hereby granted subject to the following 
conditions: 

(1) This right-of-way easement is a license only (56 I. D. 549), and shall con- 
tinue in effect as to any part of the right-of-way only until such time as that 
particular portion shall be required by the Alaska Railroad for use as a railroad 
right-of-way at which time the grant shall cease to be effective as to any or all 
such portion. 

(2) The right-of-way is subject to all of the applicable provisions of 43 CFR 
244.9, (a) to (m), inclusive, and acceptance of the grant by the grantee will 
signify his acceptance of all of the terms and conditions contained in those sub- 
sections and his agreement to comply with all of the applicable provisions thereof. 

(3) There is hereby reserved for the use of the United States pursuant to the 
provisions of the act of August 1, 1946 (60 Stat. 755; 42 U.S. C., see. 1801, et seq.), 
all uranium, thorium, or other materials which have been or may hereafter be 
determined by the Atomie Energy Commission to be peculiarly essential to the 
production of fissionable materials contained in whatever concentration in the 
lands covered by the right-of-way, together with the right of the United States 
through its authorized agents or representatives at any time to enter upon the 
land and prospect for and mine the same, making just compensation for any 
damage or injury occasioned thereby. 

(4) The payment within 30 days of demand, by the manager, Land Office, 
Fairbanks, Alaska, of all rentals due and unpaid at the rate of $5 per mile or 
fraction thereof for each calendar year or fraction thereof from and after August 
10, 1951. 

The right of appeal is allowed. 

WILLIAM ZIMMERMAN, Jr., Acting Director. 
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EXHIbIT M 
UNITED STATES DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Washington 25, D. C., November 5, 1954 


A-—266738 Fairbanks 088382. 

A. BEN SHALLIT Protest against application for a right- 

EMIL USIBELLI of-way over leased lands dismissed. 

USIBELLI COAL MINE, INC. Set aside and right-of-way application 
allowed. 


APPEAL FROM THE BUREAU OF LAND MANAGEMENT 


On June 14, 1951, A. Ben Shallit filed an application (Fairbanks 088352) for a 
right-of-way under the act of January 21, 1895 (438 U. S. C., 1952 ed., sec. 956), 
across public lands in Ts. 12 8., Rs. 6 and 7 W., Fairbanks Meridian, Alaska. The 
right-of-way applied for measures approximately 5.34 miles and runs from within 
the land covered by a coal lease issued to Mr. Shallit (Fairbanks 08350), across 
the land covered by a coal lease issued to Emil Usibelli (Fairbanks 06561), to a 
terminal of the Alaska Railroad located within the area covered by a coal lease 
issued to the Healy River Coal Corp. (Fairbanks 01068). 

On August 17, 1951, Usibelli Coal Mine, Inc., and Emil Usibelli protested the 
granting of the right-of-way. 

On September 10, 1952, the Acting Director of the Bureau of Land Management 
issued a decision dismissing the protest and granting Mr. Shallit the right-of 
way he had applied for subject to certain conditions. Emil Usibelli and Usibelli 
Coal Mine, Inc., have appealed from that decision to the Secretary of the Interior. 

However, the appellants and the appellee have now notified the Solicitor that 
upon the incorporation in the right-of-way grant of certain conditions upon which 
they have reached agreement, regulating the use of the rigut-of-way by Shallit, 
the appellants will withdraw their appeal. 

Thus, the issues which occasioned this appeal have been resolved, it remains 
only to state the terms and condition upon which the right-of-way shall be 
allowed. 

The act of January 21, 1895 (supra), authorizes the Secretary of the Interior 
under regulations issued by him to permit any citizen engaged in mining to use 
a right-of-way for a tramroad through the public lands to the extent of 50 feet 
on each side of the center line of the tramroad. The pertinent regulations are 
found in 43 CFR, 1953 supp., 244.1-—244.21 and 244.52--244.53. 

‘Therefore, pursuant to the authority vested in the Secretary of the Interior 
by the act of January 21, 1895, Shallit is given permission to use the right-of- 
way he applied for on June 14, 1951, as delineated on the map of the survey of 
the proposed right-of-way filed on July $1, 1952. Since the act of January 21, 
1895, does not provide otherwise, the right-of-way granted is a permit revocable at 
the discretion of the regional administrator. 45 CFR, 1953 Supp., 244.7. 

The right-of-way is also subject to the applicable general terms and conditions 
imposed by the pertinent regulation. 43 CFR, 1953 Supp., 244.9, as amended on 
August 11, 1954 (Cire. 1876, 19 F. R. 5178). 

In addition, the parties having agreed to them, the right-of-way is made 
subject to the following specific provisions: 

1. The road which has been constructed by Shallit in advance of the allowance 
of his application for a right-of-way shall be resurveyed with an engineer from 
hoth mines in attendance.’ 

2. As between the parties it is recognized that the development of the Usibelli 
lease is the dominant use so that Usibelli can cut the road built by Shallit within 
the right-of-way within the limits of the Usibelli lease from time to time as may 
be reasonably necessary to his operations; provided, however, that when such 
cuts are made Usibelli will construct temporary bypasses or permit temporary 
use by Shallit of Usibelli roads in order to assure Shallit uninterrupted transit 
by road over the Usibelli lease. 

3. Prior to the initiation of any new-road construction, except for normal 
maintenance, Shallit shall consult with Usibelli so that Usibelli may provide for 


o 
1%!) 
A 


11If the road does not lie within the limits of the right-of-way herein allowed, it will be 
necessary for Shallit to comply with the provisions of 43 CFR, 1953 Supp., 244.15 (a 
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he incorporation of culverts and other similar structures, as may be necessary 
for the operation of the Usibelli lease. 

4. Shallit shall take no tailings, gravel, or other material as borrow, which 
has been accumulated by Usibelli, in the construction and maintenance of his 
road, without express authorization from Usibelli. 

5. Shallit shall construct, operate, and maintain the road in the well area 
opposite the Usibelli camp so as to constitute no interference with the water 
supply to said camp. 

6. The elevation of the road at the point near the Usibelli camp where Usibelli 
has constructed a washer shall be definitely fixed and determined in the course 
of the survey provided for in item 1 above. So as to insure that traffic on the 
road will not interfere with the flume, which must pass over the road, such 
elevation shall remain constant, unless otherwise agreed to by Usibelli. 

7. The right-of-way at such points on the Usibelli lease where it passes any 
building (including the tipple and washing plant), pump ponds, and roads inter- 
sections is limited to the average width of the road, but in no event is the right- 
of-way in such areas to exceed 25 feet. ; 

The decision of the Acting Director of the Bureau of Land Management is 
set aside, and the right-of-way is allowed subject to the terms and conditions 
herein stated. 

ORME LEwIs, 
Assistant Secretary of the Interior. 


ExHisiTt N 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C. 
Hon. ERNEST GRUENING, 
Governor of Alaska, Juneau, Alaska, 

My Dear GOVERNOR GRUENING: This responds to your letter of October 30, 
1952, concerning the coal-supply situation in Alaska, in which you state that you 
understand that applications for Government loans by Usibelli Coal Mines, Inc., 
and Cripple Creek Coal Co. have been held up, and suggest “that prompt 
action at the appropriate level in the Department of the Interior is called for.” 

This Department has been endeavoring for some time to promote an increase 
of coal-producing facilities in the Territory to meet the increase in demand, 
which the best information available indicates will arise in the near future. 

The present tight situation, due in a large measure to the fire at the Healy 
River mine which curtailed production, and the loss of production at the Usibelli 
mine during the labor difficulties, indicates the necessity for an increase in 
productive capacity. It appears clear that the present mining facilities cannot 
produce sufficient additional coal to meet the requirements of the proposed new 
facilities which will be erected by the Department of Defense, and the needs 
of the increasing population. 

In order that you may be fully informed concerning the status of the Usibelli 
and Cripple Creek loans, the following summary is submitted: 

On February 11, 1952, Usibelli Coal Mines, Inc., filed with the Defense Pro- 
duction Administration an application for a loan of $600,000, of which $350,000 
was to be used for the expansion of productive facilities for underground mining 
and $250,000 for working capital. On February 28, 1952, DPA requested a report 
and recommendation from DSFA, 

After an investigation and survey, which included a number of conferences 
here in Washington between Mr. Usibelli, his counsel, and representatives of 
DSFA and the Bureau of Mines, Alaska Division of the Office of Territories, 
Geological Survey, and the Reconstruction Finance Corporation, the DSFA 
incorporated available information in its report and made a favorable recom- 
mendation to me on May 14, 1952. In the interim, the Usibelli mine became 
involved in labor difficulties, and the question of the ability of Mr. Usibelli to 
obtain sufficient skilled miners to develop and operate an underground mine 
was raised. I requested a report on this phase of the situation and withheld 
my approval of DSFA’s recommendation pending the receipt of such report. In 
September, I received information that the Usibelli labor difficulties had been 
solved. I then approved the affirmative recommendation of DSFA for the loan 
and transmitted it to DPA, which agency issued a certificate of essentiality to the 
Reconstruction Finance Corporation on September 25, 1952. 
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On July 8, 1952, the RFC authorized the working capital portion of the loan 
which, under existing regulations, could be made without a certificate of essen- 
tiality from DPA. In light of the fact that that part of the loan which con- 
cerned working capital had already been granted, and that the report from its 
Seattle agency concerning the $600,000 application had been submitted on March 
3, 1952, the RFC requested a supplemental report from its Seattle agency. Re 
ports now indicate that Mr. Usibelli has requested that action by RFC be de- 
ferred on his loan application until he has completed a study of his future mining 
plans. It is possible that the application may be amended. 

The application of the Cripple Creek Coal Co. still faces some hurdles. This 
application was originally filed in March 1951, and the report of the Bureau of 
Mines to DSFA in July 1951 recommended that the loan be denied. On Janu- 
ary 3, 1952, the Cripple Creek Coal Co., through its Washington counsel, requested 
that action be delayed pending a further study, which request was granted. 

Following conferences between representatives of Cripple Creek, DSFA, Bureau 
of Mines, Alaska Division of the Office of Territories, Geological Survey, and Re- 
construction Finance Corporation, which were held in Washington in May 1952, 
DSFA submitted its report and made a favorable recommendation to me, which 
I approved and transmitted to DPA. In July 1952, DPA issued a certificate 
of essentiality for this loan to RFC, which agency determined it could not ap- 
prove the loan because there was no reasonable assurance of repayment. 

A supplementary study of the coal situation in Alaska is now being conducted 
by this Department for the purpose of establishing the facts as they exist today. 
If the report of this study justifies such action, Interior will recommend to DPA 
that the Office of Defense Mobilization issue a directive to the RFC to make the 
loan on the grounds that the production is essential to the national defense. 

Three coal mining companies in Alaska have applied for Government loans. 
The application of the Buffalo Coal Mining Co. was approved and I am informed 
that approximately $92,000 has been disbursed as of October 31, 1952, and the 
balance is available as construction and acquisition proceeds. 

Usibelli’s application was approved insofar as the $250,000 working capital 
funds are concerned. It is reported, however, that as of September 30, 1952, 
Mr. Usibelli had not used any of the $250,000 made available to him through 
the RFC for working capital. It is impossible, at this time, to predict what action 
will be taken on the Cripple Creek loan. 

Sincerely yours, 
JoEL D. WoLFSOHN, 
Acting Secretary of the Interior. 


Exnuisit O 
Cripple CreeEK Coat Co., 
Fairbanks, Alaska, January 12, 1953. 
Re Suntrana spur. 
Col. J. P. JoHNsoN, 
Manager, Alaskan Railroad, Anchorage, Alaska. 

DEAR COLONEL JOHNSON : We have been advised that the survey of the proposed 
Healy-Suntrana spur extension has been completed as far as the Usibelli airstrip, 
und that a preliminary line has been run on the right limit of the Healy River 
as far as Coal Creek. 

Any extension of the present spur would be of advantage to Cripple Creek, as 
well as the other operators in the Healy district. We have already gone on 
record as willing to assume our share of the cost of this construction, provided 
the financing can be arranged on a tonnage basis or by any other equitable means 
within our capacity. 

Considerable benefit will accrue to us if the spur is extended as far as the 
mouth of Cripple Creek. Maximum advantage for full-scale production would 
require a river crossing to the left limit of the Healy River near Cripple Creek. 

In our long-range planning we are contemplating increasing our production to 
200,000 tons per year by 1955. We believe that best operating costs will be 
obtained if the spur is brought over to the left limit of Healy River near the 
mouth of Cripple Creek. 

It would be appreciated if during the coming season your engineering depart- 
ment would look into the feasibility of building such a spur, in order that we 
may have benefits of your estimates in arriving at our future operating decisions. 

Very truly yours, 
A. BEN SHALLIT. 


64101—55——11 
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Exuisir P 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
THE ALASKA RatLroap, 
inchorage, Alaska, January 28, 1958. 
Subject: Suntrana spur. 
Mr. A. Ben SHALLIT, 
Cripple Creek Coal Co., Fairbanks, Alaska. 

Dear Mr. Suatwuir: This will acknowledge your letter of January 12, 1953, in 
reference to extension of the Healy River spur from the Healy River mine to 
your operations at Cripple Creek. 

As you are undoubtedly aware, we have surveyed a location as far as the 
Usibelli mine and proceeded with preliminary location thence on to your mine 
at Cripple Creek. The construction of this extension from Healy River is 
thoroughly contingent on the financing, and it is very gratifying to hear that you 
have funds to contribute to the building. 

In order that we can better consolidate the thinking of various people con 
cerned, we would appreciate it if, the next time you are in Anchorage, you would 
contact Mr. Irvin P. Cook, our chief engineer, and discuss the problem with him 
in reference to our preliminary location, as well as finance. 

Very truly yours, 
JoHN E. MANL»Ey, 
Acting General Manager. 


EXHIBIT Q 


CRIPPLE CREEK COAL Co., 
Fairbanks, Alaska, February 2, 1953. 
Re Suntrana Spur. 


ALASKA RAILROAD, 
Anchorage, Alaska. 
(Attention Mr. Irvin P. Cook, Chief Engineer. ) 

GEN1LEMEN: We have just received a letter from Mr. John B. Manley, acting 
general manager, in which he requests that we call on you at Anchorage to dis- 
cuss the problems with reference to the preliminary location of the Suntrana 
Spur. 

At the present time Mr. Shallit is in the States on a business trip and for 
medical attention. It is quite possible that he will be unable to return to 
Anchorage for at least a month. 

We believe that the preliminary location as surveyed by you is entirely satis- 
factory for our needs and we would be pleased if actual construction during 
1953 proceeded as far as the Usibelli mine. If this were done, we would expect 
that we would be given track area and a small site for loading at that point. 

We are willing to contribute to the cost of this construction on a tonnage basis, 
assuming that other users will make a like contribution. We assume that pay- 
ments would be made to reimburse the railroad after the spur was completed. 
The foregoing represents our thinking in regard to this matter, but if there are 
any other questions we shall appreciate hearing from you as soon as possible. 

The United States Bureau of Mines has recently released figures indicating 
the requirements for coal along the rail belt during the next few years and from 
these figures it should be apparent that uninterrrupted production on a year- 
round basis would be required to fill these needs. The present haulage road 
of the Cripple Creek Coal Co. is subject to unforeseen washouts and is often 
made impossible because of glaciering of the Healy River. In order to insure 
year-round coal deliveries, it is imperative that this spur track be extended 
without delay. 

Your efforts to work toward this end are anticipated and will be sincerely 
appreciated. 

Very truly yours, 
L. ORSINI. 
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Exuisir R 
CRIPPLE CREEK COAL Co., 
Fairbanks, Alaska, February 2, 1958. 
Re Suntrana Spur. 
The ALASKA RAILROAD, 
Anchorage, Alaska. 
{nehorage, Alaska. 

GENTLEMEN: Thank you for your letter of January 28 inviting us to call on 
Mr. Irvin P. Cook, your chief engineer at Anchorage, to further discuss the 
extension of the Suntrana Spur. 

As mentioned in our letter of January 12, we are willing to assume our share 
of the cost of this construction, provided the financing can be arranged on a 
tonnage basis or by any other equitable means within our capacity. We wish 
to make it clear that at the present time we do not have funds to contribute 
to the building of the railroad, but it is assumed that we would be permitted 
to reimburse the railroad on a tonnage basis for an equitable share of the cost. 

We understand that the railroad has requested funds for this construction in 
the current budget. 

Very truly yours, 
L.. ORSINI 


EXHIBIT S 


Marcu 1, 1953. 
MAx BARASH, 
Washington 5, D. C.: 

Appreciate your letter 27th. Suggest you advise Mr. Ghiglione that entire 
camp facilities of Cripple Creek mine will be at his disposal and that we will, 
without charge, provide meals, lodging, gasoline, diesel fuel, lubricants, ex- 
plosives, lumber, welding supplies, and use of shop and repair facilities. Letter 
follows. 

CRIPPLE CREEK COAL Co. 
L. ORSINI. 


OxHIBIT T 


Marcu 3, 1953. 
Mr. Jos. T. FLAKNE, 
Chief, Alaska Division, Office of Territories, 
Department of the Interior, Washington 25, D. C. 
Dear Joe: Enclosed herewith is a copy of a telegram which I received yester- 
day morning from Cripple Creek Coal Co., which is self-explanatory. 
The copy of the telegram is for your information and files. 
With best wishes, I am 
Sincerely yours, 
Max Barasn. 


Exuisit U 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
Washington 25, D. C., March 11, 1958. 
Mr. BEN SHALLIT, 
Cripple Creek Coal Co., 
Fairbanks, Alaska, 

My Dear Mr. SHatuir: Your offer to cooperate in the construction of a road 
up the Healy River from the Alaska. Railroad spur has been transmitted to the 
Office of Territories by Mr. Barash. This offer by which you agreed to furnish 
all housing and feeding of road crews in addition to supplying fuel and explo- 
sives needed in the construction will greatly assist in accomplishing this needed 
project. The Alaska Road Commission now plans to initiate the construction 
as soon as possible this spring and will draw upon your cooperative assistance 
as detailed above. 
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It is the intent of the Alaska Road Commission to provide and maintain the 
roa’ from the railroad spur to the entrance to your properties. In accomplish- 
ing this it will also be essential that the cooperation of Mr. Usibelli be obtained. 
It is anticipated that Mr. Usibelli will not oppose this project since he will 
benefit by the Alaska Road Commission assumption of maintenance and responsi- 
bility. The road alinement will follow as much as possible the existing roads 
up the Healy River and also conform to the proposed alinement for the railroad 
extension where such conformance does not result in excessive cost. Since it 
is essential that this work be started this spring, I will contact you further 
regarding arrangements for your cooperative assistance. 

Sincerely yours, 
A. F. GHIGLIONE, 
Commissioner of Roads for Alaska, Alaska Road Commission. 


EXHIBIT V 


DEPARTMENT OF THE INTERIOR, 
ALASKA ROAD COMMISSION, 
Juneau, Alaska, April 22, 1958. 
Mr. JOSEPH T. FLAKNE, 
Chief, Alaska Division, O fice of Territories, 
Department of the Interior, Washington 25, D. C. 

Dear Joe: Confirming our telephone conversation of this date the following 
is a résumé of the present status of the Healy River coal transportation problem. 

After preliminary meetings with the Healy River Coal Corp., Usibelli Coal 
Mine, Inc., and A. Ben Shallit’s attorney in Fairbanks, a trip was made on 
April 18 into the Healy River area for the purpose of working out the details 
of providing low-cost road access. These details were to conform with the 
plan of construction outlined to me in Mr. Davis’ letter of March 9, 1953. 

The following people were present at the site on April 18: Mr. Emil Usibelli, 
president, Usibelli Coal Mine, Inc.; Mr. Pete Nielsen, superintendent of Healy 
River mine; Mr. Pat Cook, chief engineer of the Alaska Railroad; Mr. Ed Hart, 
locating engineer, the Alaska Railroad: Mr. Bruce Cannon, engineer, the Alaska 
Railroad; Mr. B. D. Stewart, Jr., Chief, Operations Division, Alaska Road Com- 
mission; Mr. E. J. White, district engineer of the Anchorage district, Alaska 
Road Commission; and myself. Mr. Ludlow Anderson had been expected to 
attend but was called to Washington at the last minute. 

It was not possible to obtain Mr. Usibelli’s permission to utilize his road or 
to traverse his area as was planned for the low-cost road project. Mr. Usibelli 
claims that the traversing of his mine area by the road through to Mr. Shallit’s 
property would seriously handicap his operations, in addition to preventing 
access to large quantities of coal which his approved development plans have 
contemplated mining. In addition, the increased liability to Mr. Usibelli’s 
operations from through traffic using his road is considered by him to far offset 
any advantages he might receive through the Alaska Road Commission’s assump- 
tion of maintenance responsibility. In view of the above factors Mr. Usibelli 
refuses public use of his road and further advised that he would be forced 
to take legal action to restrain the Alaska Road Commission if we should 
attempt to take over. Mr. Usibelli is extremely anxious to obtain railroad access 
to his property and made the firm offer to our group of a $50,000 contribution 
toward this end. 

As a result of the stand_of Mr. Usibelli, the only construction possible at 
this time would be along the Alaska Railroad right-of-way and it is obvious 
that insufficient funds are available for this heavy work involving river changes, 
bridges, and rock riprap bank protection. This previous suggestion of Mr. 
Usibelli that the line be located south of Healy River is not practical both 
from a road and railroad construction standpoint, and he now agrees to accept 
a through line south of his camp area on the north side of the river. 

The above situation again forces the Shallit mine into the position of having 
only temporary access which is not usable for at least 6 months of the 
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year. I do not consider it reasonable for the Alaska Road Commission to 
undertake any work on this temporary line since the work would be lost in 
subsequent seasonal floods. This, of course, forces the Shallit mine to consider 
contracts for supplying coal only during the fall and winter months. 

As discussed in our teiephone conversation, it will be necessary to obtain 
considerable funds before any improvement of the road-access problem may be 
attempted. If supplemental funds could be obtained through support of the 
military, it is possible that some relief could be afforded the Shallit mine 
this season. In my opinion such action is not too probable, and I have so 
advised Mr. Shallit. The desirability of providing the railroad extension 
rather than a temporary road is again apparent, and I urge that further 
effort be toward this end. Our estimates for preparing the railroad grade from 
the Healy River mine to Cripple Creek by force account work, exclusive of 
railroad ballast, rail, and structures, is $420,000. 

The Alaska Road Commission is unable to proceed further with this project 
under the conditions outlined above. 

Sincerely yours, 
A. F. GHIGLIONE, 
Commissioner of Roads for Alaska. 


ExHIisir W 


DEPARTMENT OF THE INTERIOR, 
ALASKA ROAD COMMISSION, 
Juneau, Alaska, June 30, 1953. 
Mr. JOSEPH T. FLAKNE, 
Chief, Alaska Division, Office of Territories, 
Department of the Interior, Washington 25, D. C. 

Dear JoE: Reference is made to our telephone conversation of June 29 and 
previous correspondence on the subject of transportation access to the Healy 
River coalfields. Specifically answering the questions posed, it is necessary to 
restate that the Alaska Road Commission does not have sufficient funds to 
initiate construction of an access road beyond the present railroad spur. This 
situation was explained in detail in my letter of April 22, 1953, which submitted 
an estimate of $420,000 as being necessary for providing year-round highway 
access to the Usibelli and Cripple Creek mines along the Alaska Railroad right- 
of-way. 

Provision of a dependable low-cost road through to the Cripple Creek mine as 
planned earlier this season on the basis of utilizing all existing roads of the 
Usibelli and Cripple Creek Coal Cos. is not possible as further stated in my letter 
of April 22. 

The Alaska Road Commission has not filed formal right-of-way plat with the 
Bureau of Land Management for road access through this area. The regional 
administrator, BLM, has advised such filing is unnecessary since the Alaska Rail- 
road filing will cover either road or railroad construction. A copy of Mr. 
Puckett’s letter of June 24 is enclosed. 

In summing up the situation, I see no way in which the Alaska Road Com- 
mission can provide dependable access to the Cripple Creek property with funds 
presently available. I have again so advised Mr. Leo Saarela and Mr. Orsini, 
As stated in my letter of April 22, I similarly advised Mr. Shallit in early April. 
The heavy construction that would be necessary through the present Usibelli 
tipple area and on up the Healy River with channel changes, bridges, and large 
amounts of heavy riprap protection would require funds greatly in excess of 
any which might be diverted from our meager farm road allotments. The co- 
operation offered by the Cripple Creek mine, while of considerable value, would 
still be insufficient to offset the large cost involved in this project. 

Sincerely yours, 
A. F. GHIGLIONE, 
Commissioner of Roads for Alaska. 
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Exuibit X 
APRIL 29, 1953. 
(Received in Fairbanks May 6.) 
Mr. Lowe tt M. PUCKETT, 
Regional Administrator, Bureau of Land Management, 
Anchorage, Alaska. 

Dear Mk. Puckerr: The Alaska Railroad contemplates constructing at an 
early date an extension of its rail line from mile 4.2 on the Suntrana branch to 
mile 6.6, adjacent to the Usibelli mine camp. Also, from mile 6.6 to mile 10.3, 
adjacent to the Roth coal reserve, 

It is requested that there be noted under the act of March 12, 1915 (38 Stat. 
305: 48 U. S. C. 301-308) a right-of-way for this line to the extent of 100 feet on 
each side of the centerline of the track. Accordingly, we are attaching three 
copies each of part 1, Suntrana Branch extension, Suntrana to Usibelli, and part 2, 
Suntrana Branch extension, Usibelli to Roth Reserve. 

You will note in our letter of June 23, 1952, that the railroad contemplates the 
extension of this line in order that the Usibelli Coal Co., the Cripple Creek Min- 
ing Co. and any future producers, may have access to the Alaska Railroad, 
thereby reducing the costs of operation which in turn are passel to the Govern 
ment in reduction of bid prices for the furnishing of coal, as well as to private 
industry. It is estimated that the construction of this line will result in the 
reduction of coal costs to the Territory of $200,000 annually. 

Should additional information be required, please let me know and we will 
endeavor to arrange to secure it. 

Very truly yours, 
JOHN E. MANLEY, 
Acting General Manager. 


ExnHisit Y 


DEPARTMENT OF THE INTERIOR, 
THE ALASKA RAILROAD, 
Anchorage, Alaska, March 8, 1954. 


Mr. WiiriAmM C. STRAND, 
Director, Office of Territories, 
Department of the Interior, Washington 25, D. C. 

Dear Mr. STRAND: In accordance with your request, I am forwarding the fol- 
lowing drawings and estimates covering the proposed extension of the Suntrana 
branch from Suntrana mine (mile 4.2) to the Roth coal reserve: 

1. Plan of location line between Suntrana (mile 4.2) and Usibelli mine (mile 
6.6). 

2. Plan of reconnaissance survey from end of location line at Usibelli mine 
(mile 6.6) to Roth coal reserve (mile 10.3). 

3. Profile of location line between Suntrana mine (mile 4.2) to mile 6.6. 

4. Estimated cost of located line between Suntrana mine (mile 4.2) and mile 
6.6. 

5. Estimated cost based on reconnaissance survey between Cripple Creek mine 
(mile 8.8) to Coal Creek (Roth coal reserve), mile 10.3. 

The line between Suntrana mine (mile 4.2) and Usibelli mine (mile 6.6) has 
been located and staked. The remaining portion of the extension, mile 6.6 to the 
Roth coal reserve (Coal Creek), is based on a reconnaissance survey, and this 
line has not been staked. It is estimated that it would require approximately 2 
months’ time with a single survey party to complete the reconnaissance survey 
and complete location. 

It will be noted that on the located line drawing between Suntrana mine (mile 
4,2) and Usibelli mine (mile 6.6) we show our location passing over the Usibelli 
Mining Co.’s airstrip. This location was discussed with Mr. Usibelli, and he did 
not voice any objection other than that which could be normally expected under 
the circumstances. The line then passes through (according to information | 
have received) what is called G bed. This location, Mr. Usibelli has objected 
to quite violently from time to time, inasmuch as he says he plans to mine these 
underground beds. However, from discussions with the Bureau of Mines repre- 
sentatives and the Geological Survey, they do not express as much concern about 
the potentials of these beds as Mr. Usibelli has. 
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There is one alternate location past the Usibelli mine, and that would be skirt 
ng his Camp to the right. This, of course, would bring us up against the stream 
and would require a considerable amount of bank protection. He originally 
objected to this location, but, after further consideration on his part, I believe 
he felt he would receive protection from stream erosion which affects his camp 
during runoff periods and cloudbursts. This location is not as desirable from 
our standpoint because of the curvature and the cost of construction. 

The line from the Usibelli mine on up to Cripple Creek mine and the Roth 
reserve could vary considerably from the reconnaissance survey we have unde, 
depending on the nature of the mining operations. Should it be desired to serve 
only the Cripple Creek mine, a location on the righthand side of the river would 
undoubtedly be more feasible. However, if we pass on to the Roth reserve, the 
location which we have shown tentative on the plans would be the most desirable. 
This issue, I believe, should be settled prior to any great expense being incurred 
to establish a located and staked line. 

We have filed with the Bureau of Land Management maps of both our located 
line and our reconnaissance lines, in order that we could obtain the necessary 
right-of-way. These have been on file approximately S months and no objections, 
to my knowledge, have been made to our locations. 

The ruling grade on the line from the Suntrana mine to the Roth coal property 
would be 2.5 percent. The rest of the line is approximately the same grade as 
Healy River, down whose channel the line would pass, that being 1 percent and 
one-half percent. 

In general, the greatest cost of this line would be the diversion of the streains 
adjacent to Suntrana mine. The reason for diverting the stream is to save the 
construction cost of expensive steel bridges. After we pass Usibelli mine un- 
doubtedly a considerable amount of riprap would be required, inasmuch as the 
reconnaissance has led us to believe thus far that the most feasible location would 
be in the stream channel. My reason for believing this is that both the north 
and south hanks of the stream are underlayed with permafrost and considerable 
glaciation is evident, which would lead to expensive maintenance costs. 

Our estimates are based on what we believe would be a fair contract cost. It 
is also contemplated to use our relay 70-pound rail for this line. 

Should you require any more information, please let me know and I will see 
that it is immediately forthcoming. 

Sincerely yours, 
F. E. KALBAUGH, 
General Manager. 


Jstimate of cost of Suntrana ertension 
MILE 4.2 TO MILE 6.6 (GSUNTRANA TO USIBELLI MINE 


[Based on 1952 location survey] 


Quan- 


Work and/or material tity Unit Price Amount 


— spuiiniiapihiiamecmammmmeaecineaiadin anemnqyntuyephipdeenenmpepenineenivsieaines 


Shift deck on existing pile bents and shim up | | Lump sum $3, 000. 00 53, 000. 00 
to revised grade (12 bents). | 
Move 300 feet of ladder truck and change loca- | do 2, 500. 00 500. 00 
tion of 4 No. 7 turnouts. 
Move small wooden buildings (on skids) 5 | Each 500. 00 2, 500 
Clearing and grubbing 16 | Acres 150. 00 2, 400. 
5 | Excavation for channel changes 9,000 | Cubie yards 3 237, 000 
} | Excavation for roadway 3, 250 do f , 187. ! 
| Overhaul (beyond 1,000 feet) - . - 22,000 | Square | ‘ 660 
yards 
Furnish and install 36-inch corrugated iron 316 | Linear feet : , 320 
culvert. | 
Furnish and install 42-inch corrugated iron 48 .do 2! 1, 200 
culvert. 
Furnish and install 48-inch corrugated iron 
culvert. 
Construct trestle (42 linear feet) 1 | Lump sum_s} 00 | , 000. 00 
Furnish and place riprap ; Cubie yards 50 000. 00 
Furnish and install main line track (complete) : Linear feet __| 00 | 000. 00 
Furnish and install side track (complete) 2, 336 do 00 8, 688. 00 
Furnish and install No. 9 turnouts (complete) 2 | Each , 500. 00 3, 000. 00 


2 out K 2, 160. 


Total__. | 512, 615. 50 
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MILE 6.6 TO MILE 88 (USIBELLI MINE TO CRIPPLE CREEK MINE) 


[Based on 1952 reconnaissance} 


Quan- 
tity 


Item Work and/or material Unit Price Amount 


Excavation for roadbed 100,000 | Cubic yards $1. 50 $150, 

Furnish and install 36-inch corrugated iron 120 | Linear feet_- 20. 00 2 
culvert. 

Furnish and install 48-inch corrugated iron - 30. 00 
culvert. 

Construct trestle (42 linear feet : Lump sum 6, 000. 00 

Furnish and place riprap Cubic yards. 7. 

Furnish and install main line track (complete | Linear feet 8. 00 

Furnish and install sidetrack (complete) do ; 8. 00 

Furnish and install No. 9 turnouts (complete) -- Each_... J 1, 500. 

Bridge (location of bridge to be determined by Linear feet 1, 000. 
mining operations)! 


Total_.___- 


! Inasmuch as this data is based only on reconnaissance, the figure of 509 feet of steel bridge to cross Cripp! 
Creek is based on a unit cost estimate of $1,000 per lineal foot. After a more complete study is made, perhap 
a wooden trestle could be utilized rather than a steel bridge, and the cost of such construction would b, 
approximately $150 per lineal foot, or $75,000, which would reduce the total cost to $379,216. 


Source: The Alaska Railroad, Engineering Department, Jan. 20, 1953. 


MILE 8.8 TO MILE 10.3 (CRIPPLE CREEK MINE TO COAL CREEK) 


[Based on 1952 reconnaissance] 


Clearing and grubbing ; wid 20 | Acres $150. 00 

Excavation for roadbed 24,000 | Cubic yards 1.00 

Furnish and install 36-inch corrugated iron cul- 100 | Linear feet 20. 00 
vert. | } 

Furnish and install 60-inch corrugated iron cul- ou ce he 38. 00 
vert. 

Construct trestle (42 linear feet) ---- . , 1 | Lump sum_. 5, 000. 00 

Furnish and place riprap ....| 2,000 | Cubic yards 7. 50 

Furnish and install main line track 7,884 | Linear feet 8.00 

Furnish and install sidetrack 2, 336 1G02..% 8.00 

Furnish and install No. 9 turnouts- -- -- 2) Each 


Total 
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UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF LAND MANAGEMENT, 
Washington 25, D. C., August 4, 1958. 
REGIONAL ADMINISTRATOR, REGIon VII, BLM, 
Anchorage, Alaska: 

Re our TT June 10 (MM: AHF) concerning Fairbanks 010449. Please advise 
railroad that permission to proceed with construction of line is suspended pend- 
ing further notice from this office. 


(Signed) Epwarp WOoZLEy, 
Administrator. 


Exnuisit AA 


OcToBER 11, 1954. 
Mr. LoweEtit M. PUCKETT, 
Area Administrator, Bureau of Land Management, 
Anchorage, Alaska, 

Dear Mr. Puckett: Will you please refer to our letter of April 29, 1953, 
wherein the Alaska Railroad made request upon your organization for the with- 
drawal of a railroad right-of-way 100 feet on each side of center line of track 
on our Suntrana Branch from the present end of said branch line at mile 4.2 to 
mile 10.3. 
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Initially this request for withdrawal of the proposed right-of-way was 
occasioned by the possibility of the extension of this branch line being essential 
to the national defense. Since my recent arrival in Washington, however, I 
have been informed that the Defense Department does not consider the extension 
of this branch line essential to the national defense, and it would therefore be 
appreciated if you would withdraw the request as contained in our letter of 
\pril 29, 1953, on this matter. 

Sincerely yours, 
F. E. Karpauan, General Manager. 


ExuHipit BB 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 
WASHINGTON, D, C., NOVEMBER 2, 1954 
DECISION 
fHeE ALASKA RAILROAD Railroad Right-of-Way Application, 


WITHDRAWAL ACCEPTED. CASE CLOSED 


By letter of April 29, 1953, the Alaska Railroad requested that notation of a 
right-of-way desired under the act of March 12, 1914 (38 Stat. 305; 48 U.S. C. 
sec, 801), for the extension of its Suntrana branch for a distance of 6.1 miles, 
be noted upon the records of the Bureau. 

The manager of the Fairbanks land office was instructed on May 5, 1954, by 
the then Regional Chief, Division of Adjudication, to note the right-of-way on 
his records under the instructions of January 138, 1916 (44 L. D. 513). 

By letter of October 11, 1954, the general manager of the Alaska Railroad 
withdrew the request for the right-of-way, explaining that initially the applica- 
tion was based on the possibility of national defense needs, but that now the 
extension is not needed for this purpose. 

The reason assigned for the withdrawal of the application is satisfactory. 
The withdrawal is accepted and the case closed. 

Epwarp Wooz.ey, Director. 


Exuipir CC 
MEETING OF THE ALASKA FIELD COMMITTEE’S COAL SUBCOMMITTEE, APRIL 30, 1953 


A meeting of the Coal Subcommittee was held April 30, 1953, at 9 a. m., in room 
305 of the General Office Building of the Alaska Railroad. Those attending 
were: 

Maj. R. L. Gochenaur, Headquarters, AAC, Elmendorf AFB 
Mr. P. B. Miller, Headquarters, AAC, Elmendorf AFB 
Comdr. E. H. Willis, Headquarters, Alaskan Command, Elmendorf AFB 
Mr. L. G. Anderson, United States Bureau of Mines, Anchorage 
Mr. Phil Holdsworth, Territorial Department of Mines, Juneau 
Mr. Wiley Robinson, Territorial Department of Mines, Anchorage 
Mr. Lowell Puekett, Regional Administrator, Bureau of Land Management, 
Anchorage 
Mr. L. H. Saarela, United States Geological Survey, Anchorage 
Mr. A. Ben Shallit, Cripple Creek Coal Co., Fairbanks 
Mr. E. J. White, Alaska Road Commission, Anchorage 
Mr. Elroy F. Hinman, the Alaska Railroad, Anchorage 
Mr. Irvin P. Cook, the Alaska Railroad, Anchorage 

The purpose of the meeting was to discuss the possibility of extending the 
roadbed up into the Usibelli and Cripple Creek coal properties, with a better 
access for moving coal. 

Mr. L. G. Anderson, chairman, opened the meeting as follows: 

Mr. ANDERSON. Most of you gentlemen have heard the way the contracts were 
negotiated this year for military coal procurement ; however, I do not believe Mr. 
Puckett or Mr. Holdsworth are familiar with it, so I will repeat that Mr. Usibelli 
went to Seattle the week of April 6, accompanied by Mr. Clasby, his attorney. 


64101—55——12 
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They informed Lieutenant Fisher of the Coal Procurement Office that Mr. Usihy 
would only be able to furnish 100,000 tons of coal to the military for the coming 
fiscal year. I discussed this with Mr. Usibelli and he informed me that he h; 
made the statement that he could not increase this tonnage unless his RFC Joa; 
was approved. However, there were no written statements to this effect, this w 
all verbal in Seattle. 

We had planned approximately 250,000 tons from the Usibelli mine. Prior ¢ 
the meeting I discussed with the operators of the Healy River district, the t 
nages they expected to produce for military. Mr. Shallit told me he was not 
interested in producing much over 60,000 to 100,000 tons this coming year, pret 
erably around 60,000 or 65,000 tons. Until such time as he had an all-weather 
road up to Cripple Creek or the railroad built into his property, he did not wa 
to obligate himself to tonnages that would be very doubtful as to whether | 
could produce under weather conditions as far as scheduling of deliveries accu: 
ing to contract. 

When Mr. Usibelli gave Lieutenant Fisher his proposals of 100,000 tons Li« 
tenant Fisher called Mr. Shallit and asked him for the maximum tonnage ly 
could produce. Mr. Shallit told him 100,000 tons, but he would be willing | 
negotiate for 150,000 tons if the railroad or the highway would be built up to 
Cripple Creek before October of this year. On the strength of that and from tly 
meetings we had prior to this meeting with the Navy on negotiating coal con 
tracts this year, we thought it was almost certain that the Alaska Road Co 
mission at least would be able to build a road into Cripple Creek or Roth propert 
which is just above the Cripple Creek property. Mr. Hinman, has it not been 
your budget request to get funds for building this spur? 

Mr. HinmMANn. It has been in our 6-year program for several years. 

Mr. ANDERSON. We were under the impression that the funds would be mack 
available this year. Mr. Shallit said if the program goes through on the road 
he would be glad to furnish 150,000 tons, The following day after this conference 
with Mr. Shallit, Mr. Usibelli came in and made two propositions: (1) 140,500 
tons at $8.90; (2) 257,500 tons at $9.50 (based on getting his loan through). 

We asked him the reason for this increase in price with an increase in tonnag« 
and he explained he would have to increase his facilities, such as bunkhousing 
cookhouse, shops, new equipment, and starting an underground operation, et 
cetera. He suggested that Lieutenant Fisher take proposition No. 1, and Lieu 
tenant Fisher said he would, as it was Usibelli’s low bid. Mr. Usibelli als: 
requested a change in the specifications to 26 percent moisture which made hin 
second low on B. t. u. per penny delivered. Therefore, Mr. Shallit was low bidde: 
on 150,000 tons with the stipulation that the road goes through this summer 
Usibelli was second, and Healy River third. Therefore, we had to portion the 
tonnages out as follows: 150,000 tons from Shallit; 140,500 tons from Usibelli 
117.000 tons from Healy River. 

Major GocKENAUR. It was also found during the process of negotiating that 
Mr. Usibelli’s proposition to the F. E. Co. and the city of Fairbanks was 50 cents 
a ton lower than to the military. 

Mr. Rosprinson. What was the quantity involved? 

Mr. ANDERSON. Between 50,000 and 60,000 tons. We asked him why thi 
higher cost to the Government and he said it cost them more money to do 
business with the Government because of rejects, et cetera. He said he could 
eut his price down some if we would put an inspector at the mine to make 
visual inspection before shipping I informed him that this was not a govern 
ment responsbility and that he had agreed to contract specifications and that 
was the reason for the penalty clause. We are not obligated to put inspectors 
up at the mines. He had several objections to other parts of the Navy contract 
I do not know his reasons. Now the vital point under consideration is how are 
we going to get the money immediately to build a road up to Cripple Creek? | 
called George Rogers in Juneau but he was unable to attend this meeting. He 
expects to go back to Washington and talk to the Secretary as to whether or not 
it would be possible to get funds for a railroad. 

Will this be possible. Mr. Hinman? 

Mr. HInMAN. I do not know. 

Mr. ANDERSON. I have also discussed this road allocation with Mr. Flakne. 

Commander Wittis. What is the difference between the amount of coal with 
out the road. 

Mr. SHALLIT. 50,000 tons. 

Commander Witrrs. How important is this extra? 

Major GocHENAUR We are under now by about 12,000 tons of our require 
ments—figuring that Cripple Creek will take 150,008 tana. 
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Mr. HinMAN. Cripple Creek does not know how they are going to deliver 
0,000 tons unless they get an all-weather road or a railroad this summer. 

Major GoCHENAUR. That is why the military is here today. 1 compiled figures 
esterday for our budget planning for the fiscal year 1955 for the Air Force (1 

» not know the requirements of the Army). We will have at Hielson roughly 
5 000 tons; at Ladd, 300,000 tons, and at Elmendorf, 140,000 tons. These are 
conservative figures. The main power plant at Kielson at full capacity is capable 
of burning 50 or 60 tons an hour. Figures from the plant superintendent, based 
on full capacity, would be around 50 tons an hour. An average consumption 
during mild weather is 7,000 tons a month. 

Mr. MrLiter. Approximately that. They have had some operational problems, 
but that will be ironed out soon. 

Mr. Puckerr. Mr. Shallit, was your bid based upon the construction of the 

ad by someone else? 

Mr SHALLIT. Yes, it was. 

Mr. HinMAN. I believe Mr. Shallit did sya he had some funds. 

Mr. SHALLIT. I had $50,000 set aside for road construction this year. 

Mr. ANDERSON. Is there some legal way that the Government can overcome 
road right-of-way protests by Mr. Usibelli? 

Mr. Puckett. The issuance of a permit presumable gives the person the rizht 
to go ahead. The decision was made, I beleve, over a protest of Mr. Usibelli 
In that case he has right of appeal. Maybe that is the status of it now. 

Mr. SAARELA. That is right, and it is being appealed. 

Mr. Puckert. If Mr. Usibelli’s pretest is turned down, of course, Mr, Shallit 

yuuld start to build the road. Whether or not Mr. Usibelli would try to get 

n injunction on him and the Government, I don't know. 

Mr. SHALLIT. The road right-of-way which has been granted is not a road 
right-of-way I could use 12 months out of the year; it is only suitable for sum 
mer hauling. 

Mi. HinMAN. With that road you could not produce 150,000 tons? 

Mis. SUALLIT. No, sir, but it might be possible for me to reschedule deliveries 
during the winter. This poses a problem for the railroad and the military to 
handle coal during extreme cold weather in the Fairbanks area, during which 
time costs of handling are materially higher to the Government. Also tne 

mbination of snow and coal in alternate layers makes it subject to spontaneous 
combustion. Therefore, during the summer it would be cheaper and safer to 
stockpile and during the extreme cold weather schedule deliveries according to 
actual consumption of the power plants. 

Mr. ANDERSON. Another very important point insofar as the military is con- 
cerned is the scheduling of the production so that it can be handled economically 

the various bases with their unloading facilities. In the Fairbanks area, 
during the cold months of December, January, and February, the coal has to 
e dumped into the boiler room from the car. They cannot clamshell coal in 
exterme cold weather. It the coal producers fail to comply with scheduled 
deliveries as per their Navy contracts and overship to their bases causing 
delays in handling at the bases the cost of demurrage enters into the picture, 
which in the past has been absorbed by the military, and when added to the price 
oi coal it is unbelievably high. 

Mr, SAARELA. You might say prohibitive. 

Major GocHENAUR. It was about $14,000 at one time. In fact our figures show 
now that the cost of our coal into Ladd alone, figuring transportation, demurrage 
and all, is more than it would be for oil. 

Mr. ANDERSON. That is correct and if we wish to develop the coal industry we 
must work together to keep the price and quality of coal competitive with oil. 

Mr. HINMAN. So far as the demurrage is concerned, we could not possibly 
haul the coal unless we could get the cars unloaded without undue delays. 

Mr. ANDERSON, That is right, but I am trying to bring out the importance of 
scheduling production with the unloading facilities at the military bases taking 
weather into consideration—to get away from demurrage and tying up of cars. 
We all realize there are a limited number of cars on the railroad and if properly 
used and handled there will be no great shortage but otherwise it will work a 
hardship on both the railroad and the military, as well as the producer. 

Major GocHENAUR. In contracts written this year we have stipulated one clause 
which specifies that the using agency would notify the railroad and the mines 
by the 20th of the preceding month of the type of cars and the amount of ton 
hage required the following month. This was not done previously. There was 
such a clause but it did not make it mandatory. The tonnage being so irregular 
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we need gondolas one month and other months we need hopper types. By doing 
that it gives the railroad and also the mining company a chance to do some 
planning. 

Mr. Saarevta. Has this money for constructing the railroad to Cripple Creek 
and Roth ever been asked from Congress? 

Mr. HInMAN. We have programed it. In our budget estimates for fiscal year 
1953 we included an amount of $2,350,000 for improvements to and extension of 
the Suntrana branch. This was approved by the Interior Department reduced to 
$1 million by the Bureau of the Budget, and entirely deleted in Congress when 
final action was taken on the appropriation bill. Right now the Alaska Railroad 
is prepared to and will commit itself to furnish and install the rail and fastenings 
in a very short period, probably 1 month, if the grade is provided. No appropria 
tion would be necessary to install the railroad if the grade is provided. It would 
be necessary that a grade be ready not later than the middle of August. 

Mr. SAARELA. Why couldn’t the military take the stand that this railroad is 
essential or necessary? A couple of years ago I wrote to the commanding gen 
eral and tried to get it ironed out so there would be some statement from the 
military as to the essentiality of the road or railroad, but I got a refusal. I think 
the situation has come to pass now that we are not going to meet the demand 
and it is mainly a problem of transportation. Therefore, I think it would seem 
reasonable that as it is a military problem and that a statement could be made 
by the military as to the essentiality of the railroad, so that the Aalska Railroad 
could go ahead and make the request. The hauling of 140,000 tons 3 miles bh) 
Mr. Usibelli and 150,600 tons 6 miles by Mr. Shallit will cost the Government 
approximately $300,000 this year. 

Mr. HINMAN. More than they would pay if there was a railroad extension. 

Mr. SAARELA. That is what hauling the coal to the present rail head is going 
to cost. The spur has been estimated at approximately $500,000. This situa- 
tion is going on year after year. Mr. Shallit has hauled out 100,000 tons. I do 
not know how much that has cost the Government, but certainly it has cost them 
directly. 

Mr. SuHaruir. Last year I figured it $1.24 per ton. 

Mr. Cook. Mr. Saarela, the cost of building the rail spur up to the Cripple 
Creek property would be closer to a million dollars. The grade would be about 
$500,000. 

Mr. Rortnson. Would this include the bridge? 

Mr. Cook. No, because we do not know what access would be necessary for 
the Cripple Creek property. 

Mr. SAareELa. If it is necessary to take the Roth property out of the reserve 
and split these contracts up, some additional leasing of acreage will be necessary, 
but I believe at the present time the survey feels there is enough production 
facilites in the Healy field. In view of this constant bottleneck of getting coal 
out because of the lack of transportation it may be necessary to release addi 
tional acreages to get other small operators. Two years ago we received a letter 
from the commanding general stating that the military did not think the road 
was essential. I think the situation has changed drastically. The whole coal 
supply depends upon the the solution of this problem. The military is not going 
to countenance this continual harassment. One of these days the military is 
going to throw up its hands and put in a pipeline. 

Mr. Hinman. On the transportation part of it the railroad does not have the 
funds to build the extension. 

Mr. ANpeRSON. The essentiality of the »:cecess road into that mining area 
should be set up in the budget, and be hacked by the military. 

Major Gocnenaur. What was the conversation, Mr. Anderson, you had with 
Mr. Flakne when you went back to Washington? It was my understanding that 
the Department of the Interior was back of that road. After the conversation 
I had with you, Lieutenant Fisher said he laid it in the hands of the Interior 
Department and they would put it through. 

Commander Wrt.ts. I would also like to ask the question if the Alaska Road 
Commission has ever set this yp in the budget? 

Mr. Wuite. No: it has never been itemized as such. 

Mr. Saareta. There has been a good deal of pressure to open up Lignite 
Creek and I would like to point out that we have a transportation problem to 
Lignite Creek also, and I think Mr. Cook will bear this out. A conservative 
estimate for this would be at least $2 million. We have the problem of crossing 
the Nenana River and also going up Lignite Creek. I think ARC did do some 
engineering work as to the feasibility of opening Lignite Creek, but I think we 
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should develop and open up one area first before going into another area The 
ost of opening up Lignite Creek is going to be at least $2 million, plus the 
problem of mining. which is an unknown factor over in the Lignite Creek area. 

Mr. PucKEetrT. Cost to whom? 

Mr. SAARELA. The cost to build a railroad including a bridge across the Nenana 
River. 

Mr. ANDERSON. I concur with Mr. Saarela’s statement, and I wish to state 
further that I have held the same line of reasoning for the past 10 years in 
regard to coal production from this area. From a military-security standpoint, 
|] recommended in 1946 to Charles Kurtz, consulting coal-mining engineer from 
the Quartermaster General’s office, Washington, D. C., that the Roth property 
be put in a reserve. At present, the only sound, economical plan is to build 

railroad from the Healy River mine to the Roth property as the quality of 
coal in this property is far superior to any other coals reasonably accessible 
to transportation. Production from the Roth property, due to geological forma- 
tions, and from a mining standpoint, would make it possible to produce con- 
siderable thnage in a short time in case of an emergency. 

Mr. HiNMAN. You ask if ARC had ever asked for funds to build a road. I 
am sure they have not. There is no reason to build a road when it should be a 
railroad, If you are going to ask for money, ask for funds to construct a 
railroad. 

Major GocHEeNAUR. I do not think the price of coal would go down if a rail- 
road is put in there. The highest price was received from Healy, who has the 
railroad at their back door. 

Mr. SAARELA. Healy River is conducting an underground operation which is a 
higher-cost operation than a strip operation. 

Major GocHENAUR. How much is coming out of strip? 

Mr. SAARELA. Very little. 

Major GocnENAuR. That has changed since I was up there. 

Mr. SAARELA. Stripping never produced more than twenty or twenty-five thou- 
sand tons a year. 

Mr. ANDERSON. Their strip operation at Healy have been very small compared 
to underground operations. 

Mr. SHALLIT. With that type of operation for Cripple Creek, we believe that 
in a balanced operation our costs will be considerably less with a combination 
of underground and surface. We have a peculiar advantage in developing 
underground mines. Actually we can do a great deal of our operations on a 
tux-free basis. 

Mr. ANDERSON. At lot of Healy River Coal Co.’s additional costs are due to 
mine fires. By properly planned development and effective ventilation, the 
hazards of mine fires in this particular area could be practically eliminated. 

Mr. Rostnson. Speaking of cost, Ludlow made a statement in opening the 
meeting of getting competition into the Territory in coal mining. I think that 
is one point that would mean more to the production cost than any other one 
point, plus the railroad—and you have to get transportation. Mines are working 
6 days a week and some in emergencies work 7 days. Your miner’s wages (this 
is a penalty on cost )—the 6th day he makes $45. If he works Sunday he makes 
S60: that is $105 for 1 man’s wages for 2 days. If he works 5 days on straight 
time without penalty he makes $150 a week. If he works Saturday and Sunday, 
$255 a week. If your mining operations supplied the demand your contract 
would call for 5 days a week with no penalty. So I cannot see where you are 
meeting the demand in the Territory as long as you are paying a penalty for 
operating it a 6th or 7th day, or 10 or 12 hours a day. It looks to me like your 
cost rests a lot on your shortage of production. 

Mr. ANDERSON. I think, by the scheduling that the Navy has in their new con 
tracts, it should be possible for each operator to plan his operation so as to avoid 
working the 6th or 7th day. 

Major GocHENAUR. I am giving you the figures that face the military and when 
you see the price this year and realize it was necessary for me to go back and 
ask for an additional $753,000 to meet the increased costs of coal over our original 
budget it placed me in an embarrasing predicament. 

Mr. ANDERSON. If we ask for an appropriation for this particular construction 
we must show Interior or Bureau of the Budget that it is is an economical 
expenditure as well as a military necessity. 

Mr. HotpswortH. At a previous meeting I think it was agreed for expediency 
that a road be put in first and a railroad would follow. 

Mr. Miter. This year would have to settle for a road, but it would be a road- 
bed for a railroad. 
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Mr. SHALLIT. My costs this year were based on hauling 5 miles over an a 
weather road. When I get underground I think the cost would be reduced 
The price of coal has been going up but it is merely a coincidence that our costs 
are about the same this year. This year we had a big raise in miners’ rates 
Now all the mines in the Territory are on the same contract. I do not see how 
wages can be forced up any more. I feel the price I bid was high for 150,000 
tons but in order to put that out it is necessary for me to get a large loan froin 
RFC and I have to pay that back at a certain rate. In the future I do believe 
that the price of coal will have to go down to compete with oil. 

Mr. ANDERSON. Phil, to get back to you, if the Governor calls a special session 
what could the Territory do in regard to building a road up to Cripple Creek 
possibly not right up to grade, but on a railroad survey? 

Mr. Ho_pswortH. It is a possibility, but there are no territorial road funds 
now available. It would require a special session and appropriation of funds 
for a road. 

Mr. SAARELA. I do not see how you could justify the Territory spending money 
on an Interior project. It is public land administered by the Interior Depart 
ment. 

Mr. ANbERSON. This suggestion comes from Joe Flakne. I am asking you tu 
think about it as a possible solution. Joe Flakne and I spent about three-qui: 
ters of an hour in Assistant Secretary Lewis’ office and gave him the whole 
picture, stressing the importance of this railroad up there, consequently, li 
is faniiliar with the immediate necessity of the construction of this project. 
I do not know what can be done; however, George Rogers will take this informa 
tion to Washington and perhaps talk it over with the Governor, point out that 
it is a military necessity. 

Mr. Ropinson. Is it going to accomplish your aim if Ben gets the highway in 
there and not the railroad—can you load 150,000 tons? 

Mr. SHALLIT. If it will hold up during the summer, I can. It will be much 
more expensive, of course, but I have added that in. If 150,000 tons is required 
by the Air Force, it would be physically possible for me to load out that coal 
If the railroad and the services can cooperate so that they will supply me witli 
as many cars as I need and the Army can unload it, I will try to get it out 
during the winter. 

Commander WI.iis. This extra tonnage talked about being essential—don’ 
you think the military could give on the schedule. You are working out a 
fine schedule now which is best for the railroad, the operators, and the military. 
If there is a stepped-up production—have you thought about that? 

Major GocHENAUR. We have thought about that. 

Mr. Ho_pswortnH. We thought it was all cleared up in January and the corre 
spondence came back indicating the matter was going to be taken care of, but it 
looks to me as though no specific requests have been made for funds by either 
agency. Until that is done and justified by the military, I do not see how we 
can get the money. 

Mr. SAARELA. What about the letter from Mr. Ghiglione to Mr. Flakne? Mr 
White, you were at the meeting? 

Mr. Wuirte. It looks now that the biggest trouble of the whole project is the 
fact that Mr. Usibelli is reluctant to have traffic through his property. 

Mr. SAARELA. He said he would contribute $50,000 for a railroad. That shows 
his desire. 

Mr. Coox. I might point out that some of the greatest expenditure required to 
build a grade up to the Usibelli property is in the first half mile, where two 
channel changes in the Healy River are necessary. When those are started it 
is going to be very difficult to keep from blocking Cripple Creek on their haul 
road. 

Mr. SHALLIT. Our schedule does not require delivery until the 1st of September. 

Mr. Cook. If we could start in immediately it would be easy to complete the 
grade by that time. Another physical problem is in July when the water starts 
rising and you get flash floods, which makes construction quite difficult. Right 
now would be a very desirable time to be in there making channel changes and 
developing the roadbed. We have filed now with the Bureau of Land Manage 
ment for 100 feet on each side of centerline on that entire survey we projected. 
Our projection through Usibelli property passes through G bed. I think it prob- 
ably could be solved by some statement from the military. 

Commander WILLIs. I am charged with the job of transportation and coal. If 
I would recommend something to the general along that line I would have to 
know more about it than I do now. 

Mr. Puck®rt. It would have to be done in a hurry. 
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Major GocHEeNAUrR. There is one factor—we are merely sitting in as repre- 
sentatives of the Alaskan Command and Air Command. The authority and 
push should come from the procuring agency. That push you ask for could 
very well be assured upon the necessary papers going to that Department in 
Seattle. They are conscious of this. They are the central procuring agency 
for the coal procurement for Alaska. 

Mr. SAARELA. At the last meeting I think we discussed getting it at as high 
a level as possible. I made the suggestion myself that it be taken up as high an 
echelon as possible. Everyone knows what the problem is. The recommenda- 
tion is in the field committee minutes with an underline as to its importance. 
| think at the last January meeting we went over the situation and it was decided 
that it would be taken up and recommended to the Secretary’s Office through the 
\laska field committee. That is where it stands today. 

Mr. ANpERSON. Lieutenant Fisher and I certainly stressed the importance of 
having this railroad built. 

Mr. SAARELA, Correspondence from Rogers would indicate that everything 
vas squared away. 

Commander WIL1Is. It becomes essential that we get coal out. Yet at the 
same time we now have no request for money in either for a road or a railroad. 
It seems to me that it is about 2 years late or 2 years early, as far as essentiality. 
| think it is late at this particular time, but we are going to have to move. In 
the first place we are going to have to get a request in for money properly sub- 
stantiated. 

Mr. SAARELA, In my files I still have my correspondence with the commanding 
general. At that time (1951) they were reluctant, but this is 1953 and the prob- 
lem is entirely different now. 

Mr. Mirtier. In 1951 there were no anticipated coal demands or steam pro- 
duction. 

Mr. SAARELA. If you are going to continue to burn coal the demand will be 
firm and will increase until probably 1956 when construction is complete. 

Mr. Ropinson. Right now, unless we get a railroad to Cripple Creek mine to 
take care of 150,000 tons, the military is going to be at least 50,000 tons short. 
If the military is going to use coal, it will be shipped in from the States? 

Major GocHenavur. We will just burn oil. 

Mr. Miter. That is 50,000 tons this year ; next year it may be closer to 150,000 
tons; two from now it will increase in direct proportion to 1955. 

Mr. SHALLIT. It became sort of a personal problem for Cripple Creek. Unless 
a decision is made to get a railroad in the near future, I do not think we are 
warranted in the expansion program we are setting up. With the possibility 
of converting to oil, it would be better to hold off. I think everyone here will 
agree that Cripple Creek has possibilities of putting out production. 

Mr. HortpswortH. Should we ask for the railroad to request funds only, or 
should the ARC request funds? 

Mr. ANDERSON. It was our thought previously that the ARC ask for funds to 
build a road up to Cripple Creek as near as feasible on railroad survey, but the 
request was not made. Is that correct? 

Mr. Wuire. That is correct. 

Mr. Cook. As far as the railroad ever making a request for funds, we are 
operating under a directive as to the method to proceed, which calls for the loca- 
tion of a feasible line, and then that is to be forwarded to Washington for further 
action. That was completed last fall. I believe the intent from then on was 
whether it was feasible to build a railroad up there, or a highway, depending 
on tonnage. But as the necessity for coal has developed by leaps and bounds 
the outlook now is that the railroad would be more desirable. 

Mr. Rospinson. The railroad is the only thing. 

Mr. Cook. As soon as the Department of the Interior is persuaded that the 
railroad is the mode of transportation that should be used, then a request will 
be made, 

Mr. SAARELA. What division of the Department? 

Mr. Coox. The survey is all made and now it is just the money. 

Major GocHENAUvR. If it takes that long for action, there is not going to be a 
road in. Mr. Shallit is about to sign a contract, which I presume he will not 
sign based on the prediction that the road will not go in. 

Mr. SHALLIT. I will accept 100,000 tons, if they will schedule during the 
winter. 

Major GocHENAUR. We are at capacity to take the balance during that period. 
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Mr. Rorinson. What would this make us ship under present setup without 
either road? 

Major GocHENAUR. Between fifty and seventy thousand tons—sixty-two thou 
sand to be accurate. 

Mr. SHALLIT. It is not so much this year, but it will be the same next year 

Major GocHENAUR. We are going to have to do that to get by this year. The 
time element is now. 

Mr. SHALLIT. What I would like to do is sign for the minimum with thi 
possibility of adding if the road could go through. 

Commander WILLIs. I think you could probably do that, as far as the Navy is 
concerned with the one exception of this undetermined factor of the road, which 
would require us to start looking around for another source of supply. 

Major GoCHENAUR. We could probably get by without that 62,000 tons but we 
would go into our stockpile and we cannot afford not to have a stockpile. Ther: 
are too many acts of God in Alaska that you have to be prepared for. 

Mr. SHALLIT. The Roth property up there—I believe the survey has set up about 
a half million tons of strippable coal. In one season you could have it ready to go. 

Major GocHENAUwR. It is no good in a stockpile at the mine, Mr. Shallit. 

Mr. Ropinson. When you talk about increasing tonnage from Roth or any 
other you are speaking of strip coal, Ben? 

Mr. SHALLIT. Yes. 

Mr. Puckett. Is this matter of right-of-way one of the most unimportant 
things? 

Mr. SuHauuir. Yes; that is right. I am not being interfered with now. Ws 
have never been held up. The railroad has their own application for right-of 
way and it is tentatively understood that I will use the right-of-way until the 
rails are laid. Is that right? 

Mr. Cook. The railroad has no objection. 

Mr. SAARELA. There has been no action on the last request with underline 
I think there should be another approach, if anybody has any ideas. 

Mr. ANperson. We have done all that is humanly possible to expedite matters 
from this level. 

Mr. SHALLIT. Would it be possible to start some work that would be of benefit 
next year without any appropriation? 

Mr. Cook. You would have to go in there with rooters and draglines and get a 
camp set up. The setting up would probably run as much as you have to put 
into it. 

Mr. SHALLIT. Would the ARC be able to get anything done in this? 

Mr. WHITE. We would be in the same position—not enough money to move in 
on the job. We are faced with another problem now. The AGC has placed 
another rider on our bill limiting us to 12% percent of actual work which might 
necessitate doing all this by contract. 

Mr. Cook. As far as the railroad is concerned it would have to be done by) 
contract. We do not have equipment available at this time. 

Major GocHENAvR. I think the recommendation as it stands should go to Mr. 
Rogers, but am not on the committee. 

Commander WILLIS. Perhaps there is money in Interior that could be diverted 
instend of going through Congress. 

Mr. SaareLa. I would like to make a motion that the same motion made in the 
previous coal committee meeting in January in regard to construction of a rail 
road spur be again brought to the attention of the various Interior officials 
through Mr. Rogers of the Alaska Field Committee and copies of letters from 
various Interior agencies requesting this construction be made part of the record 
with the motion. 

The following resolutions were unanimously passed by the Alaska Field Com- 
mittee, Subcommittee on Coal: 

1. That Mr. George Rogers (Chairman of the Alaska Field Committee, inquire 
into the status of the request of Ben Shallit for a permit for a highway right- 
of-way which has been granted, but which, it is understood, is on appeal to the 
Washington office of the Bureau of Land Management or to the Secretary’s 
Office, by Emil Usibelli of the Usibelli Coal Co. It is the suggestion of the 
subcommittee that Mr. Rogers urge that action be taken to resolve the problem 
if it is still undecided in Washington. 

2. That steps be taken at once to finance the construction of an extension 
ot the Railroad from the Healy River mine to the Cripple Creek and Roth prop- 
erties. This spur to be completed or partially so before October 1, 1953. 
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3. That the extension of the Healy River spur to the Roth property is vital to 
the security of military installations this coming fiscal year of 1954, and in the 
future, and to the development and prosperity of the coal industry as a whole 
in Alaska. 

1, That by the extension of the Healy River spur to the Roth property would 
mean a substantial savings to the government in the price of coal and this savings 
io the government should amortize the cost of construction within 3 or 4 years. 

5. That shipment of coal by rail transportation is the only logical solution to 
the presently existing critical situation. 

Meeting adjourned at 11:15 a. m. 


Exuipir DD 


[From Jessen’s Weekly, October 22, 1953 


To REQUEST RELEASE OF ESKA CoAL RESERVE 


A request to release the Eska coal reserve in the Matanuska coal fields near 
Anchorage will be made by Goy. B. Frank Heintzleman in Washington, D. C. 

Charles W. Connor, who headed a three-man coal-survey team in Alaska last 
summer, said that coal-mine operators in the Territory will be able to supply all 
anticipated needs for the next several years and that proposed oil pipeline 
from Haines will probably not handle grades of oil that will compete with coal. 

He recommended construction of a railroad spur to the two coal mines now 
operating in the Healy River field. 


Exuisit ER 
MEMORANDUM 


OcToBER 1, 1954. 
To: Director, Bureau of Land Management. 
From: Assistant Secretary, Public Land Management. 
Subject: Right-of-way application by Alaska Railroad. 

There is at present in the office of the Solicitor an appeal by the Usibelli Coal 
Mine, Inc. and Emil Usibelli from the Bureau of Land Management decision 
in connection with the right-of-way application of A. Ben Shallit, Fairbanks 
08832. This dispute was investigated in Alaska by the Alaskan Coal Survey 
Group, which submitted a report on November 12, 1953. A copy was sent to the 
Associate Director of the Bureau of Land Management. The group suggested 
that the opposing parties might reach an amicable solution. Following this 
suggestion, representatives of Mr. Shallit and of the Usibelli interest have been 
consulting with each other in an attempt to reach such a solution. Meantime, of 
course, action on the appeal has been suspended. 

In a letter of September 3, Mr. Northcutt Bly, attorney for the Usibelli interest, 
of the Solicitor’s Office, Mr. Kalbaugh, General Manager of the Alaska Railroad, 
to cross the Usibelli leasehold for the purpose of reaching the Shallit mine and 
possibly other deposits in the area. Mr. Ely points out that the railroad 
right-of-way would cover a different route than the right-of-way applied for 
by Mr. Shallit, and he contends that the railroad right-of-way would seriously 
damage the Usibelli operations. He states that the Usibelli interests are re- 
luctant to conelude an amicable agreement with Shallit for one right-of-way, 
while the railroad right-of-way is still pending. 

Without passing on the merits of this contention, I do think that the Bureau 
of Land Management and the Alaska Railroad should examine the situation 
promptly. If possible, an amicable agreement with Mr. Usibelli regarding this 
line, if it is still to be built, should be reached. Since the Bureau of Land 
Management has the railroad’s application before it, I expect the Bureau to 
take the initiative in this matter. Copies of the correspondence are being sent 
to the Alaska Railroad. The Manager of the Alaska Railroad will be in Wash- 
ington until October 19, 1954, and is, therefore, available for consultation on 
this problem. 

OrME Lewis, Assistant Secretary. 
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EXHIBIT FF 


MEMORANDUM 


OCTOBER 14, 1954 
To: Assistant Secretary, Public Land Management 
From: Director, Bureau of Land Management 
Subject : Right-of-way application, Alaska Railroad. 

Reference is made to your memorandum dated October 1, 1954, relating t 
the application, Fairbanks 010449, of the Alaska Railroad for right-of-way for ai 
extension of its Suntrana branch for a distance of 6.1 miles with a view to reach 
ing the A. Ben Shallit coal mine and possibly other deposits. This extensio: 
would go through the camp area of the Usibelli Coal Mine, Inc., operated by Emi 
Usibelli in connection with mining his coal lease area in the vicinity. 

Mr. Shallit has pending a truck road right-of-way application Fairbank: 
08832. This truck road right-of-way also crosses the Usibelli interests. This 
application is in the Solicitor’s office on appeal by Usibelli. 

I held a meeting yesterday at 2 p. m. at which your Solicitor was represented 
Mr. Kalbaugh, the General Manager of the Alaska Railroad, was present also 
Mr. McCarty representing Usibelli was at the meeting. Mr. Barash, Shallit’s 
attorney, Was absent. 

Mr. Kalbaugh filed with the record a copy of his withdrawal dated October 11, 
1954, of the right-of-way application, Fairbanks 010449, of the Alaska Railroad 
The withdrawal itself was forwarded to our area administrator, area 4. It will! 
be accepted very shortly. So, the Alaska Railroad right-of-way application no 
longer presents a problem. 

At the meeting Mr. McCarty stated that the relations between his client and 
Mr. Shallit were better, that Mr. Barash and he were engaged in preparing a forn 
for a stipulation and agreement between Usibelli and Shallit which would pro 
vide for the mutual operation of one truck road only through the Usibelli inte: 
ests, instead of the present 2 roads, 1 Usibelli’s and the other Shallit’s. As soon 
as this agreement is signed and filed with the record of the appeal, Fairbanks 
08832, your Solicitor expects to dispose of the appeal and thus close the entire 
case, 


XWwArD Wooz.ey, Director. 


ExHIBIt GG 


DECEMBER 23, 1954. 
Re Alaska Railroad right-of-way application Fairbanks 010449. 


Hon. EDWARD WOoZLEY. 
Director, Bureau of Land Management, 
Department of the Interior, Washington, D.C. 

Dear Mr. Wooz_ey: Early in November I received a copy of your decision of 
November 2, 1954, accepting a withdrawal filed by the Alaska Railroad of its 
application Fairbanks 010449 for right-of-way. 

Recently I had occasion to examine the record of Fairbanks 010449 in con- 
nection with a presentation I am preparing which will urge the Department 
of the Interior to extend the Suntrana branch of the Alaska Railroad to coal lease 
Fairbanks 07350 of my client, A. Ben Shallit, Cripple Creek Coal Co. In that 
record is a memorandum dated October 14, 1954, from you to the Assistant 
Secretary, Public Land Management, calling attention to a meeting which was 
held in your office at 2 p. m., on October 13, at which were present representatives 
of the Solicitor’s Office, Mr. Kalbaugh, General Manager of the Alaska Railroad. 
and Mr. McCarty of the office of the Northcutt Ely, Esq., representing Usibelli Coal 
Mine, Inc. The same memorandum contains the statement, “Mr. Barash, Shallit’s 
attorney was absent.” 

I don’t know that my presence at the meeting in your office on October 13 
would have contributed in any way to the discussion that took place, but it 
seems appropriate to point out that my absence from that meeting was due solely 
to the fact that I was not invited and actually knew nothing thereof until my 
examination of the record of Fairbanks 010449. I shall appreciate very much 
this letter being made part of the record of Fairbanks 010449 so that there may 
be no misunderstanding in the future as to the reasons for my absence from the 
meeting of October 13, 1954. 

Sincerely yours, 
Max BaARASH. 
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ExHisit HH 
CRIPPLE CREEK CoaAtL Co., 
Fairbanks, Alaska, October 19, 1954. 
ir. A. F. GHIGLIONE, 
Commissioner of Roads for Alaska, 
Alaska Road Commission, Juneau, Alaska. 

Dear GHIG: Since you are probably already making your estimates on next 
vear’s requirements, I believe that it is appropriate at this time to again request 
that some consideration be given construction of a road between Suntrana and 
Cripple Creek. 

Since you are entirely familiar with our problem, there is no point in repeating 
the factors involved. I would like to point out that the road that we are now 

sing and for which we have a tentative right-of-way, was destroyed three times 
this year, requiring rebuilding at a cost in excess of $40,000. 

Our present road is considerably better than any we had previously built, but 
the section through the Usibelli lease is still subject to destruction during every 
period of high water. 

I would appreciate your giving consideration to the possibility of the Road 
Commission obtaining a right-of-way at least through that section since we have 
not been able to make any progress in obtaining a right-of-way on which we can 
construct a permanent road. 

This is the same problem we have been fighting for the last 5 years, and I 
Lelieve it will not be solved until your Department takes some direct action. The 
road is used by all 3 mine companies, 2 companies cutting timber, hunters, tour- 
ists, and a considerable portion of the people living around Suntrana and Healy. 
The road is beginning to take on most of the aspects of a public highway, and we 
believe that, as such, you should accept some responsibility for it. 

I would appreciate an opportunity to discuss this with you during your next 
trip to Fairbanks, or in Juneau if you believe that anything can be accomplished 
ly my meeting with you there. 

With best personal wishes, 

Sincerely yours, 
A. BEN SHALLIT. 


Exutpir II 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA Roap CoMMISSION, 
Juneau, Aluaska, October 29, 1954. 
Mr. A. BEN SHALLIT, 
Cripple Creek Coal Co., Fairbanks, Alaska. 

DEAR Mr. SHALLIT: Reference is made to your letter of October 19, 1954, re- 
questing information regarding the status of the access road between Suntrana 
and Cripple Creek, and requesting assistance in its construction and mainte- 
nance, I am sorry to advise that the Alaska Road Commission bas been unable 
to initiate action toward assuming this responsibility and the status of the 
project remains unchanged since the policy decisions were made by the Depart- 
ment of the Interior over a year ago. 

As you know, the Department has decided that proper access to the Healy 
River coal fields may best be provided by the railroad spur extension. As a 
result of this decision, the Railroad has proceeded to obtain the necessary right- 
of-way and has filed necessary maps and instruments with the Bureau of Land 
Management for this purpose. 

When the decision was finally made to encourage railroad access to the Healy 
River coal ennai. the Alaska Road Commission was precluded from sponsor- 
ing further road projects for this purpose. As you will recall, a subsequent at- 
tempt was made to obtain funds for construction along the Alaska Railroad right- 
of-way in an effort to provide temporary relief for your problem. This attempt 
met with failure, again because the project was considered one for the Alaska 
Railroad and therefore any request for funds to implement the project should be 
initiated by that agency. 

You are also aware that our forces are now completing a short tote road be- 
tween the Nenana River crossing and Suntrana, which project has been ac- 
complished in cooperation with the Healy River Coal Corp. It is presumed that 
this road extension will somewhat assist in relieving your problems. 
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I recognize that this information is of little value to you and may be di 
couraging, however, I can only suggest that you contact the Alaska Railroad j 
an effort to expedite their development of the railroad spur further up the Hea! 
River. 

Sincerely yours, 
A. F. GHIGLIONE, 
Commissioner of Roads for Alaska. 


EXHIBIT JJ 


CRIPPLE CREEK COAL Co., 
Fairbanks, Alaska, November 4, 1954. 
Mr. A. F. GHIGLIONE, 
Commissioner of Roads for Alaska, 
United States Department of the Interior, 
Alaska Road Commission, Juneau, Alaska. 


Dear Mr. GHIGLIONE: Thank you for your letter of October 29 advising us that 
the Alaska Road Commission was unable to initiate action in providing an access 
road to the Healy River coalfields because of a decision by the Department of 
the Interior to provide such access by the extension of the Alaska Railroad spur. 

For your information, this situation was recently discussed with officials of 
the Alaska Railroad, and we were advised that they had no immediate plans 
for the construction of such a spur. Under the circumstances, we believe that 
unless an actual directive was issued to you, precluding the construction of a 
road, it would still be in order for you to consider this project. If, however, 
you have been officially advised that the Alaska Railroad alone is to be respon- 
sible for the construction of this spur, we will appreciate a copy of this directive 
so that we may act accordingly. 

In your letter of October 29, you will also note that a road has been completed 
between the Nenana River crossing and Suntrana, which was built in coop- 
eration with the Healy River Coal Corp. You “presume that this road exten- 
sion will somewhat assist in relieving our problems.” It is conceivable that 
this road may be of assistance to the Healy River Coal Corp., the Suntrana 
Mining Co., and probably the Usibelli Coal Mines, Inc., but it is difficult to see 
where it is of any value to the Cripple Creek Co. 

On the other hand, construction of your road will allow the people living at 
Healy to drive to Suntrana, and from there on it is presumed that they will 
continue on to Cripple Creek via our private road, thus further increasing the 
public nature of our road which is already used by the two other coal com- 
panies and the people living at Suntrana. 

It is also noted in a recent newspaper release that you have just completed 
a new all-weather gravel road from Palmer to the Houston coal mine. Since 
the Houston coal mine has a very questionable future as compared with that 
of the Cripple Creek Coal Co., it is difficult to understand why that construction 
was completed without giving more consideration to our problems. 

Please accept my personal apologies for continuing to bother you with this 
problem, but as you know, we have been attempting to resolve this matter for 
5 years and have now decided to bring it to a head. 

With best personal regards, 

A. BEN SHALLIT. 


ExHIsBiT KK 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA Roap CoMMISSION, 
Juneau, Alaska, November 8, 1954. 
Mr. A. Ben SHALLIT, 
Cripple Creek Coal Co., Fairbanks, Alaska. 

Dear Mr. SHacuit: This will acknowledge receipt of your letter of November 4, 
1954, which further discusses the possibilities of the Alaska Road Commission's 
participation on the Healy River Road to serve your coal properties. In spite of 
the many factors outlined in your letter which tend to justify this project as a 
public necessity, I am still unable to offer assistance since no funds are presently 
available to the Alaska Road Commission for this work. 
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Phe road to serve the Houston coal mine, which you have noted in your letter, 
was built with Territorial funds at the request of the Territorial 


board of road 
commissioners. This was not a Federal project. 


By the same reasoning, it is 
possible that you could obtain assistance from the Territorial board, and it is 
suggested that you contact Mr. Irving Reed, Territorial highway engineer. 

The situation along Healy River, insofar as access by railroad in preference to 
highway has been determined as policy by the Interior Department; has not been 
resolved in the form of a directive to the Alaska Road Commission. However, 
since all requests for funds must be processed through the Interior Department 
hefore reaching the Bureau of the Budget and Congress, it is obvious that the 
policies of the Department must be adhered to. 

Sincerely yours, 


A. F. GHIGLIONE, 
Commissioner of Rodds for llaska. 


ExHibsir LL 


CRIPPLE CREEK COAL CO., 
FPairbanks, Alaska, October 21, 1954, 
Mr. FRANK KALBAUGH, 

General Manage r, The tlaska Railroad, 
luchorage, Alaska 
DEAR Mr. KALBAUGIT: During my last visit to Washington, I discussed with 
Mr. Strand the advisability of including a request for an appropriation in the 
next budget to build a spur line from Suntrana to Cripple Creek 
As you know, our efforts on behalf of accomplishing this purpose throvgh the 
Healy River Spur, Inc., was nonproductive. Altl 


though the coal requirements for 
the next fiscal year will probably not be much larger than those requested this 


year, we have been advised that future requirements may be a great deal 
larger. Under the circumstances, it would appear that it would be in order to 
request an appropriation at the next budget hearings, in order that the spur 
ould be completed in tine to meet the increased demand. 
Sections of our road were destroyed three times this year, pointing to the nece 
sht 


sity of obtaining less vulnerable 1 


] 
| 


it-of-way on which a permanent road can 
be constructed. Assistance froin an appropriate agency of Government, who can 
obtain a right-of-way through their powers of eminent domain appears to be the 
only way in which such a road can be built through the intervening leases 

It is therefore, again, respectfully requested that consideration be 
extension of the existing spur to Cripple Creek, and that if it is not believed 
advisable to construct a spur at this time, to at least survey and obtain a right-of- 
way for such a spur, and allow the Cripple Creek Coal Co, and the general public 
the right to use this right-of-way, until such time as a spur is constructed. 

Although we have gone over this problem many times, I would appreciate an 
opportunity to meet with you again to consider any possibilities that might have 
been overlooked since I plan to be in Washington again prior to the budget 


hearings. 


en to the 


Any suggestions that you could make that would assist us in solving our prob- 
lem would be very much appreciated. 
Very truly yours, 


A. BEN SHALLIT. 


Exurir MM 


UNITED STATES DEPARTMENT OF THE INTERIOR, 


THe ALASKA RAILROAD, 
tnchorage, Alaska, November 5, 1954. 
Mr. A. BEN SHALLIT, 


Cripple Creek Coal Co., Fairbanks, Alaska. 

Dear Mr. SHALLIT: On my return to Anchorage received yeur letter of October 
21, 1954, concerning the Alaska Railroad requesting an appropriation for the 
extension of our Suntrana Branch. 

As we discussed in our several conversations on this matter, the Alaska Rail 
road is required to be self-sustaining, and any such large expenditures as you 
have proposed by the railroad would have to be economically justified and, as 
we also discussed, such economic justification cannot be made by the railroad in 
support of this track extension. 
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Inasmuch as the Defense Department has indicated that they cannot lend 
support to your proposed track extension, it appears to us that your next bes 
bet would be to endeavor to procure an all-year road from your property to the 
present railhead at Suntrana, and, of course, such a road would not be under 
the jurisdiction of the Alaska Railroad. Therefore, you may wish to consider 
the possibility of having the Alaska Road Commission undertake such action as 
would be necessary for such a roadbuilding program. 

I regret very much our inability to be of more concrete assistance to you, and 
am looking forward to seeing you in the not-to-far-distant future. 

Sincerely yours, 
F. E. KALBauenr, 
General Manager. 


ExHIBIT NN 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
ALASKA RoAp COMMISSION, 
Juneau, Alaska, December 21, 1954. 
Mr. A. BEN SHALLIT, 
Fairbanks, Alaska. 

Dear Mr. SHALLIT: Reference is made to your letter of December 15 regarding 
the possibility of obtaining funds for construction of an all-year road from Sun 
trana to Cripple Creek. I am surprised at Mr. Kalbaugh’s statement regarding 
the appropriation of funds for this project, since all previous departmental po! 
icy has been in support of extension of the railroad spur in preference to the 
highway, and obviously no funds will be appropriated by Congress without the 
support of the Interior Department. 

In reviewing our previous estimates for this project, I find that several factors 
enter into the cost of the road, and, therefore, any estimate must be qualified 
Our last estimate, made in April 1953, for construction of the road from Suntrana 
to Cripple Creek, totaled $420,000. This estimate was based upon the alinement 
following the present Alaska Railroad line within their right-of-way, since at 
that time Mr. Usibelli had refused consideration of a road easement either over 
his road or through his property, excepting on the railroad line. His refusal was 
always based on the contention that any such easements would conflict with fu- 
ture development of his property. The $420,000 estimate was also based upon 
the assumption that the road would be constructed by Alaska Road Commis- 
sion forces and equipment. Recent departmental policy requiring such work to 
be handled by contract will, in our thinking, increase the cost of the job. There 
fore, a round estimate of $500,000 would be a safer figure to use in your 
negotiations. 

The Bureau of Land Management has advised that the Alaska Road Commis 
sion could construct along the present Alaska Railroad right-of-way, however, ii 
you consider it necessary to leave this right-of-way in order to reduce the project 
cost, it would be necessary that new easements be obtained from property own 
ers. Such action might result in a stalemate, since most of the line would be on 
Usibelli property. 

I would be pleased to furnish any additional information or more details if you 
so desire, and I will look forward to meeting with you in Washington in the 
latter part of January. 

Sincerely yours, 
A. F. GHIGLIONE, 
Commissioner of Roads for Alaska. 


CRIPPLE CREEK COAL CoO., 
Fairbanks, Alaska, January 15, 1953. 


Re Fairbanks 07350. 
Mr. Leo H. SAaRELA, 
Regional Mining Supervisor, United States Geological Survey, 
Anchorage, Alaska. 
Dear Srr: Pursuant to your request, we are submitting for your consideration, 
a status report and generalized operating plan for mining coal on our leasehold. 
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Location 


The leasehold contains approximately 1,120 acres in the Nenana Coal Field, 
lerritory of Alaska, described as follows: T. 12 S. R. 6W Fairbanks meridian, 
\laska ; sec. 15, all; sec, 16, N44, SEM. ‘ 

Lease 

Preference right mining lease of coal lands in Alaska, effective as of July 5, 
1950, between the United States of America, lessor, and A. Ben Shallit, Fairbanks, 
Alaska, lessee, for a period of 50 years. 

History of operation 

Permanent camp construction and development work was started in August 
1950, following an extensive prospecting program carried out under our coal 
prospecting permit. 

Production was started in November 1950, from our strip pit on the No. 1 bed, 
left limit of Cripple Creek. Subsequent production was from strip pits on the 
No. land No.3 beds. All development work was done during the summer months. 
\ll coal was mined during the winter when truck haulage conditions were favor- 
able. During the summer of 1952 a portal site was established for the No. 6 
bed, right limit of Cripple Creek, preparatory to development of that bed by 
underground methods. 

Present camp facilities consist of a combination garage and powerhouse, a 
15-man bunkhouse, mess hall, storehouse, office, wanigan, and several smaller 
buildings. A semiportable loading grizzly at the pit site, 6 miles of main haulage 
road, 4 bridges, loading ramp, and an air strip have also been constructed. <A 
crushing plant tipple powered by a 50-kilowatt diesel unit was constructed at the 
mouth of Cripple Creek in the fall of 1951, but not used during the winter of 
1952. 

Production by months since the start of operations 


Tone 


November 1950__ 784.0 


— 1 
December 1950 , ; ; : 7, 992. 45 


Total 1950--- ; a es ; 9, T76. 45 


January 1951___-~-- ix Bes 11, 575. 25 


FORCGREY T0022. snaccnnen 5 pa 8, 827. 05 
March 1951__._.. ; ee ne a aI 9, 699. 20 
April 1951__..—.- Mears ita 3 ake cal isi 9, 500. 05 
May 1951........ sii. woe sia a 871.15 
November 1951 : ena , ; 2, 873.9 


December 1951__- a . : os ’ - 5, 421. 15 


zotal 19061.... =a presi i lestia 48, 767. 75 


January 1952- winches 4 beieeae ants ; ‘ wy wataee 
February 1952_.__....-- lh se ae . 5, 285. 16 
October 1952 aa tails cae eridbcasiva 7, 756. 3 
November 1952___-_- eer 2 : G 16, 560. 5 
Decetiber 1962........-...- z Ji we fi : bi 8, T50. 0 


Total 1952 cis DaBits 41, 628. 96 


Total to date______--- hhiudy — slate 100, 173. 16 
Reserves 
Over 5 million tons of “probable” coal are partially blocked out above Cripple 
Creek drainage level. Of this amount, about 500,000 tons can be mined by open- 
pit methods. These reserves do not take into account probable reserves of uncer- 
ground coal on the left limit of Cripple Creek, or any of the reserves below Cripple 
Creek drainage level. Reserves below the Cripple Creek drainage, but within the 
present economic limits of mining probably exceed 50 million tons. 


Long-range planning 

Our future mining plans presuppose a continuation of present market condi- 
tions for 5 years, an extension of the Alaska Railroad spur to at least the mouth 
of Cripple Creek, and our ability to obtain adequate financing. Any deviation 
from these basic factors will result in a modification of our planning. 
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Under favorable conditions, we plan to increase our annual production fro 
less than 50,000 tons at present, to 100,000 tons during the fiscal year 1953-54 
150,000 tons in 1954-55; and 200,000 tons thereafter. 

Eighty thousand tons of the 1955-54 production is to come from surfa 
operations and 20,000 from underground. One hundred thousand tons of thi 
1954-55 production is to come from the surface and 50,000 from underground 
Half of the 1955-56 production will be from the surface and half from unde) 
ground. sv 1958 all tonnage will be produced from underground operation 

By 1958 it is planned to have at least three fully equipped underground mines 
each independent of the other operations. Under very competitive market cor 
ditions it is conceivable that only the most efficient unit would be operated. 
Under increased demands production couid be stepped up from all units, a 
additional beds developed. 

It is planned to expand surface facilities only as rapidly as other conditions 
justify. Preference in expenditures will be given to underground develop 
ment work as soon as 100,000 tons of surface coal has been developed. Futur: 
surface development including a coal treatment plant, but most especially em 
ployee housing and recreational facilities, will be deferred until justified b 
developed reserves and market conditions. 


ud 


Sequence of mining 

Reference is made to the leasehold map for the planned mining schedule ve 
ginning April 1955. The year shown on the map is the year during which th 
coal is to be mined. Most blocks will be developed during the previous year. 


Schedule—beginning April 1953 


Tons 
Complete stripping (left limit No. 1, surface) 60, GUO 
Complete stripping (left 2, surface) 20, O04 
Complete gangway and counter (No, 6, underground ) 20, ONO 


Mine : : , 100, O00 


Prestrip (left limit No. 1, surface) 5 aul 30, OOK 
Right limit No. 1 (surface) bia 50, OOO 
No. 6 Healy River (surface) . 20, 000 
Possible (No. 1 high bpeneh, surface) ee 5O, OVO 
1954: 

Complete 1953 prestrip program___-—-- __.. 100, 000-150, 000 
Complete No. 6 gangway, etc.—Develop east end block on 

retreat (underground) eo ar a os ; 40, 000 
Start No. 1 gangway (underground) . shes A 10, 000 


Mine 


Prestrip (No. 1 high bench) —_-_- é % Sat 100, 000 
1955: 

Complete 1954 prestrin (surface) _..—..--~—.-~...--.-._. 100, 000 

Drive No. 3 gangway and counter (underground) ___.___ 30, 000 

Drive No. 1 gangway and raise (underground) -______~_ 20, 000 

Develop block No. 6 on retreat (underground ) -- Se 50, 000 


Mine - — Ba a Raa 200, 000 


Prestrip (No. 1 high bench) - ; leer 100, 000 
1956: 
Complete 1955 prestrip (surface) bebe ‘ 100, 000 
Develop No. 6 on retreat (underground) -— --------_-----~ 50, 000 
Develop east end block on retreat No. 3 (underground ) —_--~ 30, 000 
Complete development gangway No. 1 mine _ (under- 
ground ) j : 5 20, 000 


Total SPREE SRE e es pot a. 200, 000 


Prestrip (No. 1 high bench) - 5 ; 100, 000 
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1957 : 


Tons 
Complete 1956 prestrip (surface) 100, 000 
Develop No, 6 on retreat (underground ) 50, OOO 
Develop No. 3 on retreat (underground ) 5O. 000 


Total 200, OOO 
Preliminary development No. 2 upper and lower beds 
1958: Complete tonnage to be mined from underground 


Summary schedule (tons) 


80, OOK 20, OO 
00, 000 MM) 
100, OOO 100, OOO 
100. 000 00, 000 
100, OOO 100, OM 


Strip mining method 


Strip mining will be continued as at present, using a combination of bulldozer 
and hydraulics to remove overburden. The fine material is washed down the 
creek and carried away by Healy River. The coarser alluvium is stacked 
sufliciently beyond the limits of the bed so that it is not rehandled. So far it has 
not been necessary to drill or blast the overburden. Advantage is taken of 
natural agencies for thawing and disintegration of the gravels. This may re 
quire preliminary work as much as 8 years in advance of complete development 

Most of the strip coal will be mined by standard open pit methods using electric 
auger drills for blasting, and bulidozer and ramp, or shovel, for loading. Coal 
vill be transported by truck to the railroad for direct loading as pit run, or 
processed through our tipple if sizing is required. 

The 300,010 tons of strip coal being developed on the No. 1 bed on the high 
hench, right limit of Cripple Creek, will be stripped by bulldozer. After breaking, 
the coal will be bulldozed into a chute to be driven in the No. 1 bed from a haulage 
level on Cripple Creek. The coal will be transferred on the haulage level from 
the chute to cars or a conveyor belt, and then directly to trucks for railroad 
loading. 


Underground mining 


Plans for actual underground mining are still in the formative stage. A com 
parison is being made of the cross-pitch system now being tried at the Pvan 
Jones mine, and a modification of the Healy River mine system. <A study will 
also be made of the methods now being tried in pitching beds in the States. No 
firm decision as to the method of mining or the type of equipment to be used will 
be made until after the preliminary development work has been completed. 

It is planned to furnish all coal for our markets from our surface pits during 
the development of the underground mines, except for such coal as is produced 
from the development headings. 

A gangway and counter with connecting raises for ventilation will be driven 
by conventional methods on the No. 6 bed right limit of Cripple Creek at our 
present portal site. It is planned to drive these headings to our eastern boundary 
and mine in retreat, pulling all pillars to the counter level. It is planned to save 
the gangway for the development of the bed below drainage level if such an opera- 
tion appears feasible at that time. The actual method of pulling the blocks 
above the counter, in retreat, will be submitted for your consideration and ap- 
proval prior tg any actual mining. Some experimental work may be done in 
developing the No. 6 bed in order to work out the most efficient system for the 
developing and mining of other beds. 

Financing, markets, and the availability of equipment may influence our 
mining system, but our basic plan calls for a cautious development of the under- 
ground workings, so that by the time our easier surface coal has been exhausted, 
we will have sufficient fully developed underground reserves to meet all competi- 
tion, 


64101—55——-138 
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Conclusion 

The mining plan as herewith submitted is obviously too generalized to warrat 
your serious consideration. It is being presented, however, in order to keep y: 
informed as to our long-range planning. 

The most important single factor that would prevent our increasing productio: 
in 1953 would be the failure of the Alaska Railroad to extend their spur as no 
planned, from present rails’ end at Suntrana. Under present hauling condition 
we would not plan to mine more than 60,000 tons during any year, and would | 
forced to confine our deliveries to the winter months only. 

Respectfully submitted. 

A. BEN SHALLIT. 


ExHibit PP 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D.C., August 16, 1954. 
Mr. A. BEN SHALLIT, 
President, Healy River Spur, Inc., 
Fairbanks, Alaska. 

Deak Mr. SHALLIT: AS you have previously been advised your applicatio: 
for a loan of $1,754,839.50 under section 302 of the Defense Production Act wa 
submitted on March 16, 1954, to the Office of Defense Mobilization for determina 
tion regarding the issuance of a certificate of essentiality as required by Execi 
tive Order No. 10281. 

In this connection, there is enclosed for your information copy of a letter w« 
have received from the Office of Defense Mobilization. 

For reason that no certificate of essentiality will be issued further considera 
tion of the application is precluded. The files on this matter are, therefore 
being closed. 

Very truly yours, 
M. W. Knarr, Secretary. 


EXHIBIT QQ 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D.C., August 11, 1954. 


Re Healy River Spur, Ine., Fairbanks, Alaska, loan applied for, $1,754,840 
DPC_—930 


Mr. G. W. Bronte, 
Chief, Business Loans Division, Office of Loans, 
Reconstruction Finance Corporation, Washington, D.C. 

Dear Mr. Bropire: This refers to your letter of March 16, 1954, requesting 
that we make a determination of essentiality to the national defense of the 
section 302 application of the Healy River Spur, Inc., for a loan of $1,754,840 

The proceeds of this loan will be used to build a spur track connecting with the 
Alaska Railroad at Suntrana, Alaska. 

The Department of Defense has advised it does not feel the proposed addition 
to the existing spur track is essential to the national defense. 

In view of the above, this Office will not issue a certificate of essentiality for 
this application at this time. 

Very truly yours, 
F. L. PARNELL, 
Chief, Finance Division, Production Area. 


Exutsit RR 
ANALYSIS OF TRUCK HAULAGE Costs 


The savings to the coal mine operator by direct railroad versus short haul 
trucking to the railroad has been generally estimated at about $1 per ton of coal 
hauled (exhibits W and AA). In a competitive market this savings would be 
passed on to the cosumer in lower coal prices. Since the Government buys about 
SO percent of the coal produced in Alaska the taxpayer would be the principal! 
beneficiary. 
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The Cripple Creek Coal Co. has produced 263,614 tons of coal from 1950, when 
t was organized, through 1954. During the same period the Usibelli Coal 
Mine, Inc. has produced 943,815 tons. The total production of these 2 mines 
alone was 1,207,429 tons, which at a savings of $1 per ton would have already 
paid for the construction of the spur. Every future ton of coal to be hauled from 
pit to present railhead will continue to be an additional unwarranted expense to 
the consumer. 

Cripple Creek Coal Co.’s own experience substantiates the estimated savings 
of $1 per ton on the basis of its present approximate costs as follows: 


sasic contract price per ton ae reas i z i ae aD Sek a SO. 80 
Gas, oil, lubricants, antifreeze, shop__ alas ; Be ; 10 
R/T freight on trucks____- as Be as ae ; 7 04 
Board loss sec ; ne . 02 
Road maintenance A . O08 
Annual road and bridge repair ; ; re ; he : . 50 


Total, per ton . ot 1. 54 


Use of company-owned trucks would reduce costs by $0.12 per ton, and by 
eliminating the freight charge on trucks and effecting other savings, an additional 
$0.08. This would leave the presently estimated cost of truck haulage at $1.34 
per ton. 

In 19538, the Usibelli Coal Mine, Inc. proposed to haul coal for the Cripple 
«reek Coal Co. on a contract basis. Their proposal, when submitted, was so 
much higher than Cripple Creek’s costs, even after the addition of 15 percent for 
contractor’s profit, that it was refused. In explaining their higher costs, Usibelli’s 
accountant showed where their average cost was increased by their summer haul 
over unfrozen roads. This resulted in expensive maintenance to roads and 
excessive maintenance and wear on trucks. Under these circumstances, it is 
believed reasonable to assume comparable costs per ton between coal Companies 

auling by truck on a year-round basis and those hauling a greater distance, but 
only over winter roads. 

Although most of the $1.34 haulage cost would be eliminated by direct loading 
nto railroad cars from underground operations, and particularly favorable pit 
locations, much of the future tonnage from the field will require short haui truck 
rr conveyor loading. An estimate of the cost of short haul truck loading a maxi 
nium of 1 mile from pit to railroad tipple site over a standard year-round road 
follows: 


lhirect hauling—labor, repairs, ete___-__- * ade acei $0. 17 
Indirect—interest, depreciation, etc______- eas eae  a e et 07 
Gas, oil, lubricants, ete eerie aa tae . 03 
Road maintenance : saensieananeetai Loaeta y 08 
Miscellaneous and contigencies___- ate Sets : i . 03 


NN I ss ioe wid doen ins cng ence soe ’ ane . 35 


Thus, the estimated overall savings in the haulage cost would be about $1 per 
ten, 


APPENDIX B 


ANSWER TO THE SHALLIT PETITION FILED BY McCarty & DUNCAN, WASHINGTON 
LAW FIRM 


USIBELLI Coat MINE, INC., 
Washington, D. C., May 12, 1955. 
Re Petition of A. Ben Shallit d.b.a. Cripple Creek Coal Co. 
Hon. Henry M. JACKSON, ; 
Chairman, Subcommittee on Territories and Insular Affairs, Committee 
on Interior and Insular Affairs, United States Senate, Washington, D. C. 
DeaR SENATOR JACKSON: We appreciate the opportunity to comment upon the 
Shallit petition, which asks that your committee investigate the reasons why 
the Interior Department has not constructed a railroad beyond the present rail- 
head in the Healy River Valley, Alaska. The railroad Mr. Shallit seeks would cut 
the heart out of the Usibelli mine to serve a claimed but disproven military 
demand. Our comments will center on these points. It will be necessary also 
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to comment on the seandalous and unwarranted innuendo throughout 
petition directed at the Usibelli Coal Mine, Inc. 


I. THE AREA INVOLVED 


Attached is a United States Geological Survey map of the area involved 
We have blocked in the location of the various coal properties, including the 
Arctic Coal Co., Inc.. on Lignite Creek. 

The coal properties referred to in the petition are adjacent to one anothe 
on Healy Creek. This creek, or river as it is more commonly known, joins the 
Nenana River at the town of Healy, which is on the main line of the Alaska 
Railroad. Fairbanks lies about 100 miles northeast of Healy—Anchorage is 
some 250 miles to the southwest. 

Of the 3 mines on Healy Creek, Suntrana Mining Co., Inc., is the closest 
to the town of Healy, being about 314 miles distant. The Suntrana branch 
of the Alaska Railroad presently extends to this mine and has since about 1922. 
Mr. Shallit’s mine (Cripple Creek Coal Co.) is about 8% miles from Healy. 
(Next upstream from the Shallit lease is the Army coal reserve known as the 
Roth property.) In between the Suntrana and Shallit mines is the Usibelli Coal 
Mine, Inc. The lease being developed by the Usibelli mine lies on both banks 
of the Healy River. The petition does not mention the Arctic Coal Co., Inc 
This mine, opened last year, is several miles up Lignite Creek, which parallels 
Healy River some 4 miles to the north and which also empties into the Nenana 
River. 

The Healy River is in the foothills of the Alaska Range only about 40 air- 
miles from 20,000-foot Mount McKinley. The stream is narrow and winding. 
The rugged terrain it cut is laced with coal seams, all part of the public domain 
Any passageway up the Healy River must stay close to the riverbank, And any 
passageway must traverse the full length of the Usibelli leasehold. 


Il. THE USIBELLI COAL MINE, INC. 


Mr. Emil Usibelli, president of this mine, formerly worked for the Healy 
River Coal Corp., the predecessor company of what is now Suntrana Mining Co., 
Inc. He has been a miner all his life. 

In 1948 Mr. Usibelli began mining coal on his present lease under a use permit 
issued by the United States Army. In 1946 he applied for a lease on the so- 
called Roth property. It was rejected on the ground that this property was to 
remain in reserve. Accordingly, Usibelli was offered in lieu of the Roth prop- 
erty a lease on the property now being developed by the Usibelli Coal Mine, Inc. 

Since that time progress and development have been steady and sure. The 
investment in plant and equipment is now about $2 million. This mine is pres- 
ently equipped to mine and ship a minimum of 500,000 tons of coal a year. 
This could be boosted to 700,000 tons within a few months and beyond that 
should the demand for coal warrant it. There is a new bunkhouse, built in 1953 
in conformity to Territorial mining-camp regulations, which accommodates 
some 70 men. There are 15 modern individual family dwellings, a school build- 
ing for the valley children, 2 washhouses, messhall, warehouse, machine shop, 
powerhouse, boilerhouse, commissary, and other buildings. The most recent 
developments are the installation of a coal washer, the opening of the under- 
ground mine, and the acquisition of storage and distribution facilities in Fair- 
banks in order to compete for the civilian market. There is an airstrip, built by 
the Usibelli mine, and maintained by it in excellent condition. A plane from 
Fairbanks lands regularly with mail, medicines, passengers, and other materials 
transportable in a four-place light plane, which may be needed quickly. 

In 11 years this mine has become the best in the Territory. All earnings over 
the years have heen plowed back into the business to achieve this. No dividends 
have ever been declared. Salaries to management are modest. 


III. RESPONSE TO THE SHALLIT PETITION 


This petition overlooks at least two points of major significance. They are— 

(1) The military demand, upon which heavy production is dependent, does 
not justify the present extension of the Suntrana branch of the railroad, or a 
publie road. 

(2) The route selected would destroy the economic development of the Usibelli 
mine. 
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We will treat these two points below. First, we want to make clear that we 
favor the eventual extension of the Suntrana branch of the Alaska Railroad, 
assuming that greatly increased coal needs are clearly evidenced. But we want 
to make it equally clear that we do not intend to sit by while a competitor 
maneuvers in every possible way—the most recent being this petition—to get a 
railroad or a road built at public expense on a route which will cut the heart 
out of our mine. 

We were not consulted when the Alaska Railroad made its survey in the 
spring of 1953. We were not consulted when Mr. Shallit filed his Healy River 
Spur, Inec., proposal with the Government in 1954 asking for a loan of $1,594,- 
()0—without a dime of equity money—using the identical map surveys of the 
Alaska Railroad. We protested the proposed location of the railroad in August 
1953 to Edgar Hart, the engineer in charge of the survey, and to Messrs. Connor, 
Plein, and Newman, then in Alaska to survey the coal industry for the Secretary 
of the Interior, as well as to the Interior Department in Washington. We pro- 
tested Mr. Shallit’s Healy River spur proposal to REC, ODM, and the Depart- 
ment of Defense in May 1954. 

The letters we wrote in connection with the Healy River Spur, Inec., proposal 
are cited by date at page 69 of Mr. Shallit’s petition. Copies are attached hereto 
(see exhibits 1, 2, and 38). He says copies were not furnished to him. We will 
remind him that he did not furnish us with a copy of his proposal, and only 
learned of it some time after it was submitted, although the proposal itself sug- 
gested that we utilize the spur for the transporting of our coal and that the coal 
operators in the Healy field be invited to serve on the board of directors. 

The reasons for our opposition to Mr. Shallit’s Healy River Spur, Inc., proposal 
were identical with those set forth above. Briefly, they relate to the demand 
for coal and the route of the proposed railroad. We think our objections are 
sound. Neither is met by the Shallit petition. With respect to “demand” he 
relies on generalizations which events of the past 2 years have proven false. 
“Route” he neglects entirely. 

Before going on to these two points, we want to make a further observation, 
and that concerns the matter of the Shallit right-of-way over the Usibelli 
leasehold. Mr. Shallit filed a right-of-way map in June 1951. He was im- 
mediately given a construction permit although we protested the route and 
asked for a hearing under oath as to its location. The hearing was not 
granted and the road was constructed. The Bureau of Land Management, in 
September 1952, upheld the right-of-way. We appealed, still asking for a hearing. 
The Interior Department urged some agreement and ultimately a stipulation 
was achieved between the parties which was incorporated in a decision of the 
Interior Department dated November 4, 1954. This stipulation, signed by Mr. 
Shallit, was in effect an agreed statement of operating conditions under which 
both mines presumably could work together. It recognized the development of 
the Usibelli leasehoid as the dominant use. We thus thought this matter was 
finally at rest because the right-of-way so formalized was approximately the same 
as that applied for by Mr. Shallit in 1951 and in use by him since that time. Then 
came the petition, making it abundantly clear that Mr. Shallit has never contem- 
plated building a road which he could use all year around. He wants a railroad 
and he wants the Government to build it. 

(1) The military demand, upon which heavy production is dependent, does not 
justify the present extension of the Suntrana branch of the railroad, or a public 
road. 

The Alaska Range, capped by Mount McKinley, separates Fairbawks and 
Anchorage. It also separates the Nenana coalfield, in which the Suntrana, 
Usibelli, Shallit, and Arctic properties are situated, and the Matanuska coalfield, 
some 30 miles from Anchorage. 

Two military bases lie north of the Alaska Range. They are Ladd Air Force 
Base, at Fairbanks, and Eielson Air Force Base, some 26 miles from that city. 
The mines in the Nenana field are looked to to supply the requirements of these 
bases. Two military bases are south of the range. They are Elmendorff Air 
Force Base, 4 miles from Anchorage, and Fort Richardson, some 7 miles from 
that city. The Matanuska field, with only one mine of any size, is looked to for 
the principal supply of these bases. 

Thus, as far as the military is concerned, competition among the coal operators 
in the northern field is mainly for the tonnage required at Ladd and Eielson. 
What have been the recent requirements at those bases? 
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In fiscal 1953, 335,000 tons were delivered. In fiscal 1954 the ultimate orde: 
were for 377,500 tons. In fiscal 1955, 142,000 tons were initially ordered. This wa 
later increased by 90,000 tons in order to keep all of the mines operating althoug! 
this increment was not essential, by reason of heavy stockpiling. The total thu- 
ordered for fiscal year 1955 was 232,000 tons. As of this moment the operator 
are awaiting word as to the requirements for fiscal year 1956. We do not know 
what they will be but all of the operators are on notice that the low pattern o1 
the last year must be anticipated. This, we understand, is in furtherance of th 
effort to bring the stockpiles to a workable size. 

In any event, we estimate that military needs north of the Alaska Range, eve 
with all of the projected power units on the line, will not exceed 450,000—500,00 
tons per year. At least this much coal can be provided with the existing facilities 
of our mine, let alone the four mines in the field. Yet the petition demand- 
public expenditures for a railroad or public road as essential to the nationa 
defense. 

Assume for the purposes of argument that a railroad were built, on whateve! 
route, to the Usibelli mine tomorrow. The mine’s tipple is located at the presen 
railhead. In order to make use of a railroad to the camp, the Usibelli min: 
would have to move its tipple. Moving the tipple, which will in fact involv: 
constructing a new one, is expected to cost in the vicinity of $200,000. 

Production and improvements at the mines are of course dependent upor 
demand. The Usibelli mine is now carrying a heavy load in the effort to pay 
off RFC loans, which funds were put into the most recent improvements. Un 
less there is an appreciable juny in demand, hardly indicated now, it will |» 
several years at least before the Usibelli mine is able, financially, to rebuild it- 
tipple. And until the tipple is moved (several years hence at present demand ) 
this mine will continue to truck its production to its present tipple. 

30th the Usibelli and Shallit strip operations would need trucks to get the 
coal from constantly moving pits to a railroad, even though extended. The peti 
tion concedes this (p. 72), yet claims that $1 per ton could be saved on haulag: 
costs if a railroad were extended to these two mines. Just a year ago, in his 
Healy River Spur, Inc., proposal, Mr. Shallit estimated the saving would be 7: 
cents a ton (exhibit C (b)). In that same proposal he said the cost of the rai! 
road would be $1,600,000, yet in his present petition alleges that at his estimated 
saving of $1 per ton of haulage cost, the Government over the past 5 years would 
have saved $1 per ton or $1,200,000, “the entire cost of constructing the railroad 
spur” (p. 75). We are unable to reconcile these changing figures. 

It should be noted that Mr. Shallit does not take into consideration the cost 
of maintenance of a railroad in figuring the “saving” to the Government althoug! 
he is careful to include the cost of maintenance of a road in his estimates that 
70 cents or $1 would be saved. Nor does he include any figure for maintenance ot 
railroad rolling stock, annual railroad roadbed and bridge repair or board loss 
all of which he takes into consideration in connection with trucks and truck roads 
We submit that if a figure were arrived at for these costs in connection with 2 
railroad, that Mr. Shallit’s “savings,” whether he chooses to set it at 70 cents 
or $1 per ton, would prove to be fictional. And in the very demonstration of these 
figures, whichever he chooses, he explodes the idea that a public road or a truck 
route would save anything. 

Although we do not for a moment concede the “saving” Mr. Shallit presup 
poses, let us assume for argument it would be $1. Let us also assume a militar) 
demand of 500,000 tons and an extension of the railroad as desired by Mr. Shallit. 
which ould cost, on estimates he has used, some $1,600,000. To start with 
Mr. Shallit would be the only real user of the railroad, because Suntrana is 
already on it (and has been for over 30 years) and Usibelli could not use it. If 
Mr. Shallit got all the tonnage, the railroad would be paid for in something 
over 3 years, exclusive of maintenance costs, which Mr. Shallit ignores. Sun 
trana and Usibelli would be out of business. So would Arctic, which has sig 
nificant transportation problems of its own. Such a result, which would elimi 
nate the 2 most significant producers and 1 new mine, would hardly be in the 
interests of national defense, yet this is the basis upon which the railroad is 
urged. 

The point is that there does not exist a military demand justifying this railroad 
and this conclusion cannot be avoided. Mr. Shallit relates an elaborate history, 
in none of which we participated, in support of his contentions. These confer 
ences and correspondence took place before the actual military needs were known 
The low military requirement of 142,000 tons north of the range, published in 
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March 1954, brought reality into the picture. It was only after months of still 
further conferences that the Suntrana and Shallit mines received an additional 
90,000 tons, split between them, which was granted to keep them operating. 
fhis, together with military realization that the full capacity figures for the 
powerplants (cited p, 41 of the petition—estimated prior to the installation of the 
major plants) were simply not working out in actual operations, burst the bubble 
entirely. The figures quoted at page 41 for fiscal year 1955 total 525,000 tons for 
the 2 bases north of the range, Ladd and Eielson. What was actually ordered 
in fiscal year 19557 Only 235,00 tons (or a little more than two-fifths of the 
estimate made in April 1953), and that exceeded by 90,000 tons what the military 
authorities indicated would be actually required. Ninety thousand tons were 
ordered on a relief basis, one-half of it to help Mr. Shallit, not because it was 
currently needed. 

We do not rejoice that military needs are proving to be less than heating 
engineers may have estimated. There are a number of reasons, not the least 
of which is an improved quality of coal giving more heat per ton than anticipated. 
But the realities have to be faced squarely. Recognition of them leads to only 
one conclusion: the extension of the Suntrana branch of the Alaska Railroad 
or a public road are not essential to the national defense. 

(2) The route selected would destroy the economic development of the Usibelli 
mine. 

As has been shown, 1 of the 4 mines in the Nenana coalfield, Suntrana Mining 
Co., Inc., is already on the Alaska Railroad. Another mine, Arctic Coal Go., Ine., 
is 4 miles over the hills and could not possibly be served by the railroad for 
which the petition asks. Thus the railroad desired will affect only two mines, 
Usibelli and Shallit. Of these two, the Usibelli mine would be affected adversely 
by reason of the route for which Mr. Shallit contends. 

When operations were started at the Usibelli mine, the first development 
was to take the strippable coal from No. 1 seam. This seam lies along the north 
hank of the river, immediately below the promontory where the Usibelli camp 
has been built, and continues on a straight line across the promontory until again 
hitting the riverbank, at which point it bends across the river and reappears 
on the Usibelli lease on the south bank of the river. Tailings from the mining 
of this coal were used in the construction of the airstrip between the No. 1 
cut and the river. 

What was left was a broad, deep drainage ditch. Bridges were installed at 
both ends of the airstrip to permit drainage to the river. This was by design, 
as the long range mining plans call for overburden from the five seams lying 
parallel to and above the No. 1 seam to be sluiced, hydraulically, down the steep 
hillside and into the river via the No. 1 ent. These five seams constitute the 
major portion of the Usibelli reserves. Mining a considerable portion of them 
by hydraulie sluicing is the cheapest and most efficient why to produce coal. 
Working the lower part of these seams by underground mining has started. 
This underground development work is expensive. 

When Mr. Edgar Hart, surveyor for the Alaska Railroad, made his survey 
in 1953 he plotted the line directly through the No. 1 cut. The location of a 
railroad or a road in this cut would destroy its use for drainage and render the 
planned economic development of the mine impossible. We protested emphatic- 
ally, at the time that Mr. Hart and the Connor group were in Alaska in August 
1953, and to the Interior Department in Washington. Mr. Hart and the Connor 
group told us that they would recommend that a feasible alternate route, skirting 
the camp to the right, be surveyed. The Interior Department advised us that 
the matter would be held in abeyance until Mr. Connor's report had been re 
ceived and considered. (For this letter see exhibit 3.) 

In 1954 Mr. Shallit filed his Healy River Spur, Inc., proposal. The survey 
maps he used were identical with those filed in 1953 by the Alaska Railroad. 
Exhibits 1, 2, and 3 tell our reaction to this and need not be repeated here. These 
exhibits show that by this time in 1954, however, the military requirements for 
fiscal 1955, amounting to 142,000 tons, had been published. Thus to our only 
objection in 1953, namely that if a railroad was to be built in the interests of 
national defense it should not be built so as to destroy the Usibelli mine, was 
added the belief that the railroad was simply not essential to that same national 
defense. 

The petition ignores the question of route entirely. Yet if the railroad is to 
be constructed for $1,200,000 as the petition suggests, it must obivously take the 
shortest and most direct route which could be devised, and still could not be 
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constructed for that sum if the figure of $1,600,000 in Mr. Shallit’s Healy River 
spur proposal is correct. In any event, such a route would be through our Nx 
1 cut. This cut, which we made, is essential to our mine. If it were used as 
a transportation artery we might as well close the mine. 

After 2 years of objections to this route it should be abundantly clear to Mr 
Shallit and to anyone else interested that we will fight it every time it is 
proposed. Wecannot do otherwise. 


IV. CONCLUSIONS 


We have absolutely nothing to hide in this matter. We are volunteering 
herewith, as exhibits, letters hinted at darkly by the petition. Mr. Usibelli’s 
letter to the Senate committee of April 14 offers every cooperation, including the 
opening of the company records should your committee desire to go further into 
this matter. That letter also mentions other developments in Alaska such as 
the possibility of opening the Gubik gas field, the intensified search for oil and 
the opening of coal beds on Lignite Creek—as possibly having some effect upon 
decisions among the Government departments against Mr. Shallit’s proposals. 

We would have been happy to have joined in some of the conferences which 
Mr. Shallit enjoyed, as shown by his petition. Contrary to the petition’s infer 
ence that influence was somehow exerted by Usibelli, a reading of the petition 
and its exhibits makes the Usibelli mine quite conspicuous by its absence from 
the many meetings and conversations which Mr. Shallit discloses that he had 
with Department officials, all having considerable impact on the Usibelli oper- 
ation. 

Mr. Shallit says that “powerful pressures” were brought to bear to halt ihe 
railroad. If protests to the agencies of Government concerned, charged with 
the responsibility of protecting all citizens, based on a right-of-way filing that 
would have cut the development potential of the Usibelli mine to ribbons, can be 
characterized as “pressure,” what defenses are left? We decry this whispering 
of scandal in the effort to get the Congress to build something the Government 
departments have rejected on the basis of cold fact. 

We can only speculate what reasons have prompted the Government to reject 
the Shallit proposals. We have urged two reasons with vigor. Mr. Shallit’s 
record shows equal vigor in the urging of his proposals. Our reasons are “de 
mand”—which at its expected rate would make a railroad constructed to our 
‘amp tomorrow practically useless and which does not justify the proposals un- 
der the color of the national defense; and “route’”—which as has been proposed 
would kill us. 

We submit that the combination of these factors justifies the action taken 
by the Government. We feel the agencies involved are earnestly attempting 
to bring some stability into the coal procurement picture. We feel that should 
the demand picture change sharply in the next several years that they will again 
consider a railroad. We are hopeful, when and if that time comes, that our 
development will be considered in connection with its route. 

We do not feel that any purpose would be served through the holding of a 
hearing by your committee. If such is to be held, however, we definitely want 
to be heard. We are also available to you to provide any further information 
which may be desired. 

Respectfully submitted. 

WILLIAM I. WAUGAMAN, 
General Manager, Usibelli Coal Mine, Inc. 


EXHIBIT 1 


WASHINGTON 5, D. C., May 17, 1954. 
RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C. 

GENTLEMEN: We understand that an application has been filed with your 
agency by Mr. Ben Shallit, of the Cripple Creek Coal Co., Suntrana, Alaska, 
involving a loan to be used for the extension of a spur line of the Alaska Railroad 
from the present railhead at Suntrana for some distance up the Healy River 
Valley, such loan to be amortized from the proceeds of coal tonnage moved on 
this railway. We have been advised that this matter has been referred to ODM 
for processing. 
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We represent the Usibelli Coal Mine, Inc., also of Suntrana, Alaska, which 
corporation mines the lease between the holding of the Suntrana Mining Co. 
(at which camp the railhead is now located) and that of the Cripple Creek 
Coal Co. 

The Usibelli mine has not been consulted by the proponents of this proposed 
railroad, and there are at least two reasons why we should be: 

1. The nature of the terrain is such that any roadway, rail or otherwise, must 
traverse the entire length of the Usibelli leasehold. 

2. Presumably Usibelli tonnage will be expected to use this line and assist 
in amortizing the loan. It will be several years before Usibelli will be able to 
use this line. 

We would like to elaborate on these points as follows: 


I. What is the route for this railroad? 


The Healy River is a winding stream which cuts through a narrow valley 
or gorge laced with coal seams. The river lies within the foothills of the Alaska 
Range, and empties into the Nenana River some 4 miles downstream from 
Suntrana and about 8 miles down the Nenana from Mount McKinley National 
Park. 

The terrain is rugged. Any roadway up the Healy River Valley must stay close 
to the river bank. 

Your attention is invited to the afpended map. It will be seen that not only 
must any passageway traverse the Usibelli lease, but must also pass close by 
the Usibelli camp area. 

The extension of the line beyond its present railhead has been under consid 
eration by the Alaska Railroad for some time. A survey of a proposed extension 
was filed in the Fairbanks Land Office on behalf of the Alaska Railroad on 
May 11, 1953 (Fairbanks serial 010499). The route covered in this filing passes 
between the Usibelli camp and the mine, a route which would seriously impair 
the development of the large portion of Usibelli’s coal reserves. This was thor- 
oughly discussed with Edgar C. Hart, engineer in charge of the survey for the 
Alaska Railroad, together with officials of the Interior Department, at a meeting 
at the Usibelli mine on August 11, 1953. It was agreed at that meeting that a 
recommendation would be made to the Alaska Railroad to permit a survey of 
a route between the camp and the river believed by Mr. Hart to be entirely 
feasible. Such a survey has not been made. Our understanding of the reason 
for this is that the Interior Department elected not to ask Congress for funds 
for the construction of this spur at the present time thus making a final survey 
unnecessary. We further understand that the Interior Department has sus- 
pended the filing of the survey made by Mr. Hart so that no survey remains as 
a matter of official record at the present time. 

A route between the mine and the river will restrict the use of the leasehold 
enough as it is. It will curtail expansion of the camp area. It may make the 
airstrip unsafe, if usable at all. It will pass within 40 feet of a newly con- 
structed dormitory and generally rim the camp area which contains some 20 
permanent structures, including individual family dwellings, workshops, power 
house, ete. The dormitory alone, constructed last summer to replace an over- 
crowded bunkhouse, cost some $142,000. The total plant and equipment for 
this mine represents an investment of well over $1,500,000. 

We do not know what route may be planned by the application submitted to 
you. A route is presumably definitely planned for otherwise a cost estimate 
would be unrealistic. 

In view of the stake our people have in this valley, we believe they are entitled 
to have complete information and an opportunity to present views on a matter 
which will so obviously affect their operation. 

IT, Who will pay for this railroad? 

An extension would bring the railroad to only two mines—Usibelli and Cripple 
Creek. Presumably the output of both would be looked upon to support operation 
and maintenance as well as amortization costs. 

At the present time, Usibelli is mining seams on the south bank of the river. 
This is a strip operation. The coal is loaded into trucks for the trip to the 
Usibelli tipple, located at the railroad some 34 miles from present operations, 
Trucking would be necessary to a strip operation, even if a railroad ran right 
through the camp. 
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This spring, Usibelli will construct a washing plant and start an undergroun 
operation. Over $600,000 is committed for these developments. They ar 
expected to make available a more desirable product and were prompted by 
an understanding that the miiltary demand would steadily increase togethe: 
with the fact that development of the underground operation to insure 
stable, year-around source, has long been urged by the Interior Department 
These expenditures will, however, make it necessary to delay, for several years 
moving the tipple from its present site at the railroaod to the camp area. Moy 
ing the tipple, which will in fact involve constructing a new one, will be a 
costly project. 

Until the tipple is moved, Usibelli will of necessity continue to truck his coal 
to the present tipple. In brief, he could not make use of a railroad for hauling 
coal if it were constructed to his camp tomorrow. Obviously, Usibelli tonnage 
which for fiscal year 1953 amounted to almost 300,000 tons, cannot be looked to 
support this proposal. 

The time factor in moving the tipple will depend largely upon the demand for 
coal and the financing which an expanding production would make available. 
The complete uncertainty on this score is demonstrated by the fact that orders 
at Ladd and Eielson Air Force Bases which last fiscal year totaled 419,000 tons 
have this year been reduced to less than 150,000 tons, with indications that 
this reduction will extend into fiscal year 4956 as well. It is understood that 
this cut is to permit stockpile reductions and that demand will return eventually 
to a higher figure. But we cannot make further large capital expenditures 01 
this assumption. Since the military is by far the largest coal buyer in Alaska, 
their reductions this year will have a very heavy impact on the industry. 

In the present circumstances the Usibelli mine does not believe it would be 
in a position to move its production over any railroad extension for the next 
several years. This should be clearly understood by any agency advancing 
funds for a railroad in the expectation that two mines will use it to haul coal! 
and will pay for it from tonnage so hauled. As far as Usibelli is concerned, only 
one mine, the Cripple Creek Mine, will haul its coal on such a railroad for 
several years at least. 

GENERAL COMMENT 


The Usibelli Mine would gladly join in any program which would make the 
continued development of the mines a more definite matter. A railroad in the 
valley is considered desirable, but the primary consideration must be need 
If the need is present and the venture worthwhile, why should not the Alaska 
Railroad finance and construct the line, as they have the rest of the trackage in 
the Territory? 

We would appreciate an opportunity to review the proposal which has been 
made to you and to be heard in connection with it. We regret the necessity of 
this extended letter, but since we have heard only vague representations in 
connection with this matter and have no information on which we can make 
specific comment, we have no other alternative. 

Respectfully, 
NORTHCUTT ELy. 


EXHIBIT 2 


WASHINGTON, D. C., May 19, 1954. 
The honorable the SECRETARY OF DEFENSE, 
Department of Defense, 
The Pentagon, Washington, D. C. 
(Attention of Mr. George A. Grimm, Chief, Utilities Division, ASD 
(Properties and Installations ).) 

Deak Mr. SecrRETARY: We have enclosed a copy of a letter directed to RFC 
with a copy to ODM in connection with the application of Mr. Ben Shallit for 
a loan for the purpose of constructing an extension of the Suntrana branch of 
the Alaska Railroad. 

We are advised by Mr. Pilson, of ODM, that this matter has been referred 
to the Department of Defense for a recommendation. As you will note from 
the enclosure, we have substantial interests which would be affected by this 
proposal, and several serious questions with regard to it. We desire to have 
the opportunity to present our views in connection with this matter before an) 
action is taken by you. 
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Mr. Waugaman, general manager of the Usibelli Coal Mine, Inc., is in Wash- 
ington at the present time, and is available, as we are, for a discussion of this 
proposition with you. 

Respectfully, 
NORTHCUTT ELY. 


ExHIBIT 3 


USIBELLA COAL MINE, IN¢ 
Suntrana, Alaska, May 26, 1954. 
Hon. THOMAS P. PIKE, 
issistant Secretary of Defense, 
Department of Defense, 
Washington 25, D.C. 
(Attention of Mr. Earl B. Smith, Director, Transportation, and 

Communications. ) 

DEAR Mr. SECRETARY: Reference is made to Mr. Ely’s letter of May 19 to the 
Secretary of Defense, attention of Mr. George Grimm (ASD, P&I), and the 
enclosure, dated May 17, addressed to the Reconstruction Finance Corporation, 
relating to a proposal for a defense loan to construct an extension of the 
suntrana branch of the Alaska Railroad. 

At the time of the ahove letter we had not seen a copy of the proposal. 
rhis opportunity was afforded us by Mr. Grimm. On May 25 we met with 
representatives of your Department, together with Army, Navy, and Air Force 
officials concerned. The purpose of this letter is to summarize the material 
presented at that conference. 

We want to state at the outset that we favor the eventual extension of the 
Suntrana branch. We cannot, however, subscribe to any part of the proposal 
now before you. 

Our letter of May 17 raised two main questions: First, what is the route 
for this proposed spur? Second, who is to pay for it? Our inspection of the 
proposal indicates that these questions remain the basic ones. The following 
s a discussion of these issues in the context of the proposal itself, referencing 
exhibits A, B, and C, which constitute the essence of the proposition before you, 
n turn. 


I. COMMENTS ON EXHIBIT A 


It is acknowledged that the proposed railroad would make the Roth reserve 
more accessible. Mining of that reserve, however, should await a military 
need not now apparent. Accordingly, this present proposal, in actuality, affects 

niv 2 mines and affects the Usibelli mine, as the larger of these 2, adversely. 

It is stated that “transportation of coal over this spur would materially reduce 
the cost of production and place all of the coal operations on a competitive basis.” 
The proposal recognizes that trucking would be necessary, in any event, to a 
strip operation. It estimates a saving of about 70 cents per ton. The Usibelli 
mine has a shorter haul. Accordingly the saving would probably be less. But, 
of primary importance, Usibelli would not be able to use such a railroad for 
several years, until coal demand makes the cost of moving the present tipple 
financially feasible and economically sound. Accordingly, such a railroad would 
represent no saving to this mine for several years at least. 

With respect to placing all of the coal operations on a competitive basis, the 
Suntrana Mining Co. is now on the railroad and there is no problem in compet- 
ing with them. In addition, the coal formations are such that costs of produc- 
tion by stripping are cheaper on the Cripple Creek property than on the Usibelli 
lease, and would probably be even less on the Roth reserve. Thus, in this factor 
alone there is an important leveling feature from the standpoint of competition. 

The only mine which does not ship on a year-round basis is the Cripple Creek 
mine. If that mine constructed a proper truck road it, too, could ship 12 months 
of the year. 

In our opinion, the 3 mines in this valley can produce far more than present 
or foreseeable military and civilian needs for the area north of the Alaska range. 
The Usibelli mine alone is presently capable of shipping 500,000 tons per year 
with existing facilities. This is three times more than is being ordered by the 
military for the bases north of the range this coming fiscal year, and is probably 
close to twice what the military will order for these same bases for fiscal year 
1956. 
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This proposed spur, in our view, will not assure the availability of coal at 
points of need in the event of a military emergency. Of the some 350,000 tons 
being ordered by the military for fiscal 1955, over 200,000 tons are for the 2 
bases in the Anchorage area south of the Alaska range. There is only 1 depend- 
able coal mine in this area as opposed to 3 neighboring mines over 300 mile 
away, north of the range, accessible only by a single-track railroad. 

Accessibility to a possible fourth neighboring mine on the Roth property 
military reserve will not assure coal for the Anchorage area. We can see a 
great military need for a second dependable mine near Anchorage. We cannot 
see such a need for accessibility (and that is all that this proposal would 
provide, at a tremendous expense) to a possible fourth mine on the Healy 
River. 

Il. COMMENTS ON EXHIBIT B 


Exhibits B (a) and B (b) detail estimated costs of construction, and the 
amount of the loan desired. 

The total is $1,754,000 if it includes interest for 2 years only, and $1,594,000 
if it does not. 

We desire to highlight two points: 

1. Whichever of these totals one may take, $641,588 or more than one-third of 
the total, is for the sole purpose of building a bridge and spur to the Cripple 
Creek tipple improvements which can only be used by that mine. 

2. This estimate is for the construction of a railroad on the route partially 
surveyed by the Alaska Railroad. This route goes through the heart or we 
Usibelli operation. It traverses a considerable length of Usibelli’s all-weathe1 
road, goes up the center of the airstrip, and passes through our excavation in 
No. 1 bed, cutting of the development of our most significant stripping reserves 
immediately to the north of this excavation. 

In this connection reference must be made to a letter dated March 3, 1954, 
from Mr. Kalbaugh of the Alaska Railroad (exhibit D (i) 4, 5, 6 of the proposal). 
Mr. Kaibaugh states that the survey made has been on file 8 months, and x 
objections, to his knowledge, have been made to the locations. Our letter of 
May 17, 1954, to RFC details the conference held at the Usibelli mine on August 
11, 1953, at which objections were made at length to Mr. Charles Connor, Mr. 
Leo Plain and Mr. Andrew Newman (sent by Interior Secretary McKay to review 
and report on the coal situation in Alaska), and Mr. Hart, the engineer who 
supervised the survey for the Alaska Railroad. 

Objections were also made to the Interior Department in Washington, and 
Assistant Secretary Orme Lewis advised, by letter dated August 10, 1953: 

“IT am informed by the Administrator for Land Management that on August 
4 he teletyped the regional administrator at Anchorage to advise the railroad that 
permission to proceed with the construction of the line is suspended pending 
further notice from his ofiice. 

“The matter will be held in abeyance until Mr. Connor’s report has been 
received and considered.” 

Mr. Kalbaugh’s letter itself contradicts his statement that no objections have 
been made, for the same letter says that Mr. Usibelli has objected “quite violently” 
to the passage of the line through “G” bed. We estimate some 200,000 tons of 
coal immediately available in this bed for processing through the washer to be 
constructed this spring. But the major objection, which Mr. Kalbaugh over- 
looks entirely, is that a railroad on the route surveyed will make stripping 

1, 5, and 6 seams impossible. 

Mr. Kalbaugh says that there is one alternate location past the Usibelli Mine, 
by skirting the camp to the right, which would apparently be agreeable to Usi- 
belli because “he felt he would receive protection from stream erosion which 
affects his camp during runoff periods and cloudbursts.” We want it unmistak- 
ably understood that a railroad through this property is going to have a re- 
stricting effect on operations—that it will be least restrictive if it skirts the 
camp to the right—and that we do not need a railroad, and have not for 10 years 
of operations, to protect the camp. The true reason for desiring that a railroad 
pass to the right, if there must be any railroad, is far too obvious to anyone 
who seriously considers a route least damaging to the development potential 
of the Usibelli mine to permit of the gratuitous comments made in Mr, Kalbaugh’s 
letter. 

It should be noted that although this route will cut through the Usibelli fuel 
dump (two 8,000-gallon tanks, one 12,000-gallon tank, with pipeline), traverse 
at least a mile of Usibelli’s all-weather road and run through the center of the 
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entire length of the airstrip, not one dollar is included in the cost estimates for 
the relocation of these facilities. 


III, COMMENTS ON EXHIBIT © 


This section deals with repayment of the loan. 

Usibelli’s tipple is so located that he cannot use this spur for several years, 
at least. Accordingly, no repayment funds for some time will come from Usibelli 
production. 

The proposal notes that the Cripple Creek mine saving by the use of this 
spur would be 70 cents per ton and that this will be used, less the actual cost 
of maintenance, to amortize the loan. 

As previously pointed out, $641,588 of the proposed loan can only be used for 
the benefit of the Cripple Creek mine. At 70 cents a ton, and this allows no 
money for maintenance) Cripple Creek would have to ship 916,550 tons of coal 
in order to pay for the bridge and spur alone to be used solely by it. 

Overall, in order to pay off a $1,700,000 loan at 70 cents per ton (and again 
this ignores any charge for maintenance) some 2,428,500 tons of coal would have 
to be shipped over this spur. Assuming military demand north of the range 
were 500,000 tons per year (and it is less than 150,000 tons for fiscal 1955), 
it would take 5 years to pay out this loan. At that, this assumes all of the 
military demand being supplied by only the 2 miles which will eventually use 
the spur. It assumes that both users will pay 70 cents, even though Usibelli 
will use less than one-third of the trackage. It assumes all proceeds being 
devoted to repayment of capital costs, with no deduction for maintenance and 
no deduction for interest. Surely someone will have to pay interest on this 
loan at least equal to the cost of money to the Federal Government. 

The proposal says each user should be able to reduce the price of his product 
after the spur is paid for. On the repayment schedule set up, it will be a good 
many years before the Government can look forward to this. Once again, at 
the most only 2 mines are involved, out of the 4 dependable mines now in the 
Territory. 

Under the proposal freight rates will not be increased unless there is an actual 
increase in the operating costs to the Alaska Railroad, after the line is paid 
for and turned over to them, in which case this expense will be passed on to 
the shipper. Thus, if an abutment goes out on the proposed bridge across the 
Healy to serve the Cripple Creek mine, Usibelli, as well as Cripple Creek, will 
pay a freight increase. Coal is sold f. 0. b. This gives the Alaska Railroad carte 
blanche to charge maintenance against Usibelli and Cripple Creek forever. 
This feature alone, in a river valley where maintenance costs will be significant 
annually, is enough to make this proposal a highly doubtful business proposition 
to either of the 2 mines that the spur would serve. 

Note should be taken of the statement in Mr. Kalbaugh’s letter that “this 
location (skirting the camp to the right) is not as desirable from our standpoint 
because of the curvature and the cost of construction.” The curvature would 
he modest compared to that evident on the face of the survey for the trackage 
leading up to and through the Usibelli fuel dump near the present railhead. But 
more pertinent to the present discussion is the inference that the cost of con- 
struction would be higher. It is our opinion that an estimate of this higher 
cost of construction must be obtained and made available before the Govern- 
ment agencies involved can make a proper judgment on this proposal. 

One final observation on this section : There is not one dime of equity money in- 
volved. The Government is to put up all of the money, to be repaid in indefi- 
nite amounts for an indefinite period on an indefinite demand for coal. 


IV. GENERAL OBSERVATIONS AND CONCLUSIONS 


(a) If this proposal is worthwhile financially and the railroad is necessary 
now in the interests of national defense, why should not the Alaska Railroad 
build this spur, as it has, to our knowledge, the rest of the trackage in the Terri- 
tory. We feel it illusory to say that this would provide a rail line to the Govern- 
ment without cost to it. This proposal in effect builds a floor under coal prices 
until the loan is paid off. If any resultant saving is to be obtained, it could 
hecome immediately available if the Alaska Railroad built the line. There 
would be no waiting for X years of pay-out period. If this matter can qualify 
for a defense loan, surely it could be justified and be allotted funds before the 
Appropriations Committees of Congress. 

(b) If coal is what is desired, why should this line be planned so as to cut 
off the economic development and production potential of the major producer in 
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Alaska? The Usibelli plant, conservatively, represents a $1,500,000 investment 
Its present facilities, without the hamstringing this route would impose, ca: 
turn out 500,000 tons per vear. 

(c) What military needs have been demonstrated to justify this proposition 
We do not presume to tell the military what steps would most assure avai 
ability of coal at points of need in the event of an emergency in Alaska. W: 
do respectfully point out, however, that of the 4 dependable mines, only 1 is in 
the Anchorage area. The other 3 are within 6 miles of each other, 300 miles 
distant. If eventual requirements indicate the need for a fifth mine, it would 
seem that the development of a second dependable producer near Anchorag: 
should be fostered, rather than a new source just 2 miles from the 3 mines now 
in the northern field. 

In summation, we consider the eventual extension of the Suntrana branch of 
the Alaska Railroad to be desirable. We want to take part in this improve 
ment but say that if it is to be built by Government funds, there must be ; 
demonstrated need, not now apparent; and that whenever and by whomeve: 
built, it must not be on a route which will choke off the production potentia 
of our mine. We were not consulted in connection with the proposal now befor: 
you. The projected route is totally unacceptable, and even if it were not, w: 
could not use the railroad nor participate in repayment for several years, based 
on the present demand outlook. 

We want the Federal agencies which must pass on this proposal to have this 
material, and we stand ready to answer any further queries you may have. W: 
greatly appreciate the courtesies extended by officials of your Department and 
of the Army, Navy, and Air Force in hearing us on this matter. 

Respectfully, 
WILLIAM IT. WAUGAMAN. 


APPENDIX C 
STATUTES PERTINENT TO SHALLIT HEARING 


I. Section 1 of the Alaska Railroad Act (1912) (38 Stat. 305; 48 U. §& 

A. 301): 

“Nhe President of the United States is empowered, authorized, ani 
directed * * * to designate and cause to be located a route or routes for a lin: 
or lines of railroad in the Territory of Alaska * * * to be so located as to con 
nect one or more of the open Pacific Ocean harbors * * * with a coal field 01 
fiel“'s so as best to aid in the development of the * * * resources of Alaska, ani 
the settlement of the public lands therein, and so as to provide transportation ot 
coal for the Army and Navy * * *.” 

IT. Section 2, act of May 14, 1898 (30 Stat. 409; 48 U. S. C. 411) grants rail 
roads 2 right-of-way through lands of the United States in Alaska. Said right 
of-way extends 100 feet on each side of the center line of said road. The second 
proviso states that all mining operations within the limits of such right-of-way 
shall be under the control of the Secretary of the Interior, and mining operations 
shall “be so conducted as not to injure or interfere with the property or operations 
of the road over its said lands or right-of-way.” 

ITlf. Section 11 of the act of October 20, 1914 (38 Stat. 744; 48 U.S. C. 446) : 

“Any lease, entry, location, occupation or use (under the Alaska coal lands 
laws) shall reserve to the government of the United States the right to grant or 
use such easements in, over, through, or upon the land * * * as may be necessary 
or appropriate to the working of the same or other coal lands by or under th: 
authority of the government * * *.” 


APPENDIx D 


Subsequent to the hearings the acting chairman of the subcommittee wrote the 

following letters to the Defense and Interior Departments: 
JUNE 24, 1955. 
Hon. THomas P. PIKE, 
Assistant Secretary of Defense, 
The Pentagon, Washington, D. C. 

DeAR SecRETARY PIKE: My somewhat belated thanks to you and the Depart 
ment of Defense for the appearance before the Subcommittee on Territories of 
Col. Darrell G. Welch in our inquiry into the Alaska coal lands situation. Colonel! 
Welch was most cooperative and his testimony is helpful to us. 

During the hearing, it was brought out that bids had been submitted just the 
day before or so for supplies of coal to the military in Alaska. Im view of the 
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interest of the committee in the development of Alaska’s resources, and in keep- 
ing a competitive situation alive among the coal producers in the Fairbanks 
area, Would you be good enough to inform the subcommittee of the contracts 
that the Defense Department has awarded, or proposes to award, as a result of 
the bidding? Also, will you give us your views as to whether such proposed 
awards will in fact permit the present competitive situation to continue? 
Please convey my thanks to Colonel Welch. 
Sincerely yours, 
ALAN BIBLE, 
Special Chairman, Territories Subcommittees 


JUNE 29, 1955. 
Hon. CLARENCE A. DaAvIs, 
Acting Secretary of the Interior, 
Department of the Interior, 
Washington 25, D.C 


DEAR SECRETARY Davis: Somewhat belatedly, I wish to express my thanks 
to you and to members of your Department for appearing and testifying before 
the Subcommittee on Territories on the petition of A. Ben Shallit, Cripple Creek 
Coal Co., Fairbanks, Alaska, regarding extension of the Alaska Railroad to 
serve the coal properties in the Healy River Valley. However, I have wanted 
opportunity to read over the rather extensive record of our hearing and sup 
plementary material. 

Your testimony, as well as the testimony of officials of your Department, makes 
it clear that Railroad access to the Cripple Creek Coal Co. property and to the 
Roth coal reserve would be deemed warranted were it not for the sharp re- 
duction in anticipated military requirements. I am not convinced that the 
statute establishing the Alaska Railroad (48 U. S. C., 1955 ed., sees. 301 et. 
seq.) requires that construction of branch lines be predicated upon whether 
they will be self-sustaining or self-amortizing. There appears strong legal 
basis for the position that the primary consideration should be whether a 
branch line would result in development of the mineral resources of its area. 

Be that as it may, it appears to me that the written correspondence from the 
\laska Road Commission and the Alaska Railroad to Cripple Creek Coal Co. from 
1951 to October 1954, when the railroad right-of-way was withdrawn, was 
such that Mr. Shallit was fully justified in believing that railroad or highway 
iccess would be provided. On the strength of that correspondence which led 
io the Alaska Railroad tiling a right-of-way and making a survey of the pro- 
posed line, Cripple Creek Coal Co. proceeded with the development of its coal 
lease on its understanding that year-round access would be available. 

At the hearing the thought was expressed several times that there was no 
reason Why Cripple Creek Coal Co. should not be permitted to use the same 
all-weather road which is being used by Usibelli Coal Mines, Ine., to truck coal 
to the railroad siding at Suntrana. This road is a right-of-way across public 
lands of the United States and as I read section 446 of title 48 United States 
Code, and related sections, the United States reserves the right in every coal 
upon the land leased, entered, located, occupied, or used as may be necessary 
or appropriate to the working of the same or other coal lands by or under 
authority of the Government and for other purposes * * *.” It would appear, 
therefore, that the Department of the Interior has ample authority to permit 
Cripple Creek Coal Co. to utilize the existing roads across the Suntrana and 
Usibelli leases. 

Would you be good enough to give me for submission to the committee your 
views as to what can be done to make all-weather, year-round access available, 
on a practical basis, to the Cripple Creek mine? In view of the facts stated 
at the hearing as to the need for Cripple Creek to be able to bid on an all-year 
basis if it is to share in the market this coming winter and thus maintain the 
competitive situation which your letter points out is highly desirable, as prompt 
a reply as possible will be appreciated. Prompt action also will of course be 
necessary. 

Again thank you personally and the Department for your cooperation with 
the committee in this matter. 

Sincerely yours, 
ALAN BIBLE, 
Special Chairman, Territories Committee. 








